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The Department of State BULLETIN, 
a weekly publication issued by the 
Public Services Division, provides the 
public and interested agencies of 
the Government with information on 
developments in the field of foreign 
relations and on the work of the 
Department of State and the Foreign 
Service. The BULLETIN includes se- 
lected press releases on foreign policy, 
issued by the White House and the 
Department, and statements and ad- 
dresses made by the President and by 
the Secretary of State and other 
officers of the Department, as well as 
special articles on various phases of 
international affairs and the func- 
tions of the Department. Informa- 
tion is included concerning treaties 
and international agreements to 
which the United States is or may 
become a party and treaties of gen- 
eral international interest. 
Publications of the Department, 
United Nations documents, and legis- 
lative material in the field of inter- 
national relations are listed currently. 





U.S. Trade Policy and the European Common Market 


by Thomas C. Mann 
Assistant Secretary for Economic Affairs 


The Common Market has been a matter of very 
great interest to us in the Government. Your 
presence here shows that it is a matter of equal 
interest to you in the business world. 

The entry into force of the Treaty of Rome is 
a hopeful omen. As you know, the European 
statesmen who drew up this treaty were and are 
men of vision who see in economic integration the 
most practical route to a goal—the supplanting of 
ancient national rivalries with intimate economic 
cooperation, thereby strengthening the political 
fabric of Europe and that of the free world. 
This is a useful reminder to us that political and 
economic solutions often go hand in hand. If I 
were permitted to express a hope in this connec- 
tion, it would be that the current negotiations in 
Paris will lead to a viable free-trade area so that 
the advantages of closer cooperation can be ex- 
tended beyond the frontiers of the Six ? to embrace 
all 17 of the OEEC [Organization for European 
Economic Cooperation] countries. 

The United States can take pride in having 
contributed some of the initial stimulus to the 
continuing drive toward European economic in- 
tegration. You will recall that the Europeans 
formed the Organization for European Economic 
Cooperation in response to the Marshall plan. 
Working together within the OEEC and within 
the European Payments Union that developed 
from it, the governments of Europe found the 


1 Address made before the American Management As- 
sociation at New York, N. Y., on Feb. — (press release 44 
dated Jan. 31). 

? Belgium, France, Germany, Italy, Luxembourg, and 
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will and the way to achieve closer cooperation. 
The next step was the European Coal and Steel 
Community, which created a common market for 
six countries in coal and steel, with common rules 
and subject to common institutions. Building 
upon this experience, the Six went on to set up 
the European Economic Community and 
EURATOM. 

The spectacular economic growth achieved by 
Europe since the inception of the Marshall plan 
in 1947 is evidence of an inherent economic vi- 
tality and of what economic cooperation and in- 
tegration can do. From 1947 to mid-1957 indus- 
trial production in the OEEC area increased by 
90 percent, agricultural output by 55 percent. 
During this period the internal trade of the 
OEEC area expanded by 257 percent. Signifi- 
cantly, trade with countries outside the area ex- 
panded by 79 percent. Many factors are, of 
course, responsible for this progress. But when 
you look back to the prewar period, when eco- 
nomic nationalism was in the ascendancy, you 
realize that the new ingredient of cooperation 
played an important part in these unprecedented 
gains. 

The upsurge in production of coal and steel by 
the member states since they established the Coal 
and Steel Community in 1952 similarly reflects the 
benefits of integrated markets, though here, too, 
other factors were at work. Integration also stim- 
ulated trade with the outside. In the last 3 years 
the ECSC has increased its imports of iron and 
steel products from third countries by 62 percent 
and its exports of such products by 41 percent. 
Hard coal imports registered a 170-percent gain, 
although in this instance allowance must be made 
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for an unusually low import figure in 1954. You 
will hear more of the achievements of the Coal and 
Steel Community from Mr. Fernand Spaak later 
in this conference. 


Promise of Expanding World Trade 


The figures that I have just given you support 
the conclusion that, in addition to the obvious 
political and economic advantages which the Com- 
mon Market offers to the Six, it also holds promise 
of expanding world trade. 

This promise derives, first, from the fact that 
the Treaty of Rome envisages a complete, and not 
just a partial, elimination of internal trade bar- 
riers over a maximum period of 15 years. If the 
reverse were the plan, we should be faced with the 
prospect of the reduction in internal tariffs on 
only a selected group of commodities, with the 
selections largely dictated by domestic political 
pressures and a consequent diversion of trade from 
outside sources to less competitive inside sources. 
Instead of a more efficient use of the factors of 
production, we should then have been faced with 
the prospect of a less efficient one. Happily, this 
is not the case. Under the treaty plan for com- 
plete economic integration it is logical to expect 
that the great Western European trading area will 
find in the Common Market arrangement a new 


stimulus for more efficient production and for a 
greater volume of production. As this is achieved 
and as Europe becomes more competitive in third- 
country markets, it is reasonable to expect that its 
demand for imports, especially raw materials, will 


increase rather than contract. The example of 
the United States tends to support this conclusion. 
We believe it is no mere coincidence that our 
country is both the world’s largest trader and the 
world’s largest common market. This is the ra- 
tionale that underlies the permissive provisions 
of article XXIV of the General Agreement on 
Tariffs and Trade in respect of customs unions. 
The second positive factor to which I invite your 
attention is the objective of the Six to free trade 
from restrictive practices in the private sector. 
Protection does not always come from government 
activities ; cartels can also throttle competition and 
protect inefficient producers. We can, therefore, 
take reassurance from the fact that the Common 
Market treaty contains full, detailed antitrust pro- 
visions. As with other provisions of the treaty, 
it is still too early to see how they are going to 
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work out in practice, but their inclusion is a 
promising sign. 

The third factor in favor of increased trade 
between the Six and the outside world is con- 
tained in the philosophy of the treaty itself. The 
philosophy underlying economic integration rec- 
ognizes that, in order for the plan to work as 
intended, each nation must take the fiscal, finan- 
cial, and budgetary measures necessary to keep 
its economic house in order-—to control inflation 
and to keep international payments in overall 
balance. We have solid reasons to hope that, as 
these objectives are met, problems will diminish 
not only in the tariff field but more especially 
in respect to import quotas and exchange difficul- 
ties. 

Finally, we have the repeated assurances of re- 
sponsible statesmen in the Six that their com- 
mercial policies will be designed to increase the 
Community’s trade with the rest of the world, 
not to reduce it. 

Those, then, are the reasons for our belief 
that the Common Market will ultimately benefit 
outside countries, including the United States. 


Problems of Adjustment 

And now, with your permission, I should like 
to say a few words about adjustments which our 
own traders face in regard to the new arrange- 
ments. 

The process of dismantling internal trade bar- 
riers will begin in January 1959 and will be com- 
pleted after the transition period of 12 to 15 
years. I think we all understand that producers 
within the area will then be faced with the pros- 
pect of competing with other producers in the area 
without either the advantages or the disadvan- 
tages of trade barriers. Similarly, traditional 
United States national markets within the Com- 
munity area cannot but be affected by the new in- 
ternal competitive posture of other Common 
Market producers. Adjustments, some of them 
difficult, are inevitable both for producers within 
the area and for producers on the outside. This 
will, of course, be a gradual process since the 
change will take place over a 12- to 15-year period. 

The extent to which our traders will be affected 
by these internal changes naturally depends in 
part on the protective advantages which the new 
external tariff gives to inside producers. As you 
know, the first step toward unifying the external 
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tariff takes place in January 1962. With signifi- 
cant exceptions, the common tariff rates will be 
based on a straight arithmetical average of the 
national rates applied on January 1, 1957. This 
means that outsiders may well find, in addition to 
the new competitive situation created by the elimi- 
nation of internal tariffs, that external tariff rates 
on their goods are higher in a particular national 
market area than they were before the tariff went 
into effect, while in another they may be lower. 
It may be that, in regard to particular commodi- 
ties, the protective incidence of the new tariff may 
be greater than before, particularly if regard is 
paid to the probability of more efficient production 
within the Community. 

Here again the change is to be gradual and 
not abrupt. Nevertheless, it behooves all of us 
to begin to think of ways and means to make the 
adjustment of our exporters and producers as 
easy as possible. I should like to make three points 
bearing on this problem of adjustment. 

The first is that many American companies 
are already thinking in terms of increasing their 
investment and expanding their productive oper- 
ations abroad in order to take advantage of the 
large tariff-free and quota-free market that the 
six countries are now establishing. I see from 
the brochure prepared for this conference that 
during the next few days you propose to study 
the prospects for profitable investment in the 
Common Market. 

The second point is that adjustments necessi- 
tated by the Common Market will obviously be 
easier if they are made while the levels of eco- 
nomic activity and international trade are rising 
rather than falling. 

And the third point, related to the second, is 
that the United States Government should be in a 
position to make every effort to insure that the 
common tariif is as low as possible and to work 
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for the rectification of anomalies in any rates on 
individual commodities which may result from 
application of the arithmetical-average formula. 

As you know, while the General Agreement 
on Tariffs and Trade recognizes the value of a 
customs union as a means of stimulating increased 
trade, it requires that the common tariff not be 
higher or more restrictive in its general incidence 
than the preexisting tariffs of member states. 
The question of whether the arithmetical averag- 
ing of the tariffs meets this requirement is already 
under study by ourselves and the other Contract- 
ing Parties to the GATT. I have no doubt that 
mutually satisfactory solutions will be found to 
this aspect of the problem. 

But what of the anomalies and adjustments, 
foreseen and unforeseen, that will doubtless affect 
individual commodities in practice by the appli- 
cation of the formula? And what of the task of 
reducing tariffs protecting this vast market below 
the level required by the GATT? Will we be in 
a position to take advantage of the offer of the Six 
for a reduction of the average through the process 
of reciprocal tariff concessions ? 

The answer to this question depends on whether 
we are given adequate authority to negotiate with 
the Six for reduction of tariffs on a reciprocal 
basis during the formative years of the Common 
Market. As you know, the administration has 
proposed a 5-year extension of the Trade Agree- 
ments Act with authority to reduce tariffs by an 
average of 5 percent a year over the 5-year 
period.® 

If we are given the tools to do the job, I am con- 
fident that the future of our trade with Europe 
will be assured and that the Common Market will 
make a signal contribution to the political soli- 
darity of Western Europe and to the strengthen- 
ing of the Atlantic Community. 


* BULLETIN of Feb. 17, 1958, p. 263. 





How a Trade Agreement Is Made 


by Honoré M. Catudal 


THE TRADE AGREEMENTS LEGISLATION 


The Trade Agreements Act, initially enacted 
in 1934 and since renewed 10 times by Congress, 
gives the President limited authority to enter 
into trade agreements with foreign countries. In 
such agreements the United States reduces or 
agrees not to increase tariff rates applying to spe- 
cified imports from abroad in exchange for similar 
concessions by other countries on products ex- 
ported by the United States. Trade agreements 
also include mutual general obligations such as 
granting most-favored-nation treatment with re- 
gard to tariff matters. 

The President’s authority is limited both as to 
the time in which agreements may be concluded 
and as to the extent of reductions or increases in 
rates. Moreover, the law prescribes three things 
which must be done before a trade agreement is 
concluded: (1) reasonable notice must be given 
of intention to negotiate an agreement in order 
that interested persons (e. g., domestic. producers, 
exporters, importers, the general public, etc.) may 
have an opportunity to present their views; (2) 
the President must seek information and advice 
from the Departments of State, Agriculture, Com- 
merce, and Defense and from other appropriate 
sources; and (3), since 1951, the President must 
seek “peril point” recommendations from the U.S. 
Tariff Commission with respect to the products 
which are to be considered for the granting of 
tariff concessions by the United States in the pro- 
posed negotiations. (The “peril points” are the 





| © Mr. Catudal, author of the above article, is 
| an adviser in the Trade Agreements and 
Treaties Division. 
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rates below which the Tariff Commission finds 
that U.S. duties may not be reduced without caus- 
ing or threatening serious injury to the domestic 
industry producing like or competitive products. ) 
The trade-agreements authority having been 
granted by Congress specifically to the President, 
he is responsible for final decisions at each stage 
of the negotiations. Thus, it is the President who 
makes the decisions (1) as to whether to enter 
into trade agreement negotiations with a particu- 
lar country or countries; (2) as to the items 
included in the list of imported commodities with 
regard to which peril-point recommendations are 
requested from the Tariff Commission and public 
views sought; and (3) as to the products on which 
concessions are to be offered and sought during 
negotiations. He also approves the content of the 
agreements before proclaiming them. 


INTERDEPARTMENTAL ORGANIZATION 


In carrying out his responsibilities under the 
Trade Agreements Act, the President is assisted 
by an extensive network of interdepartmental 
committees, so organized as to make available to 
him information and advice from all departments 
and agencies of the Government concerned with 
foreign trade—from the technical level up to the 
Cabinet—and from the general public. 

The President has established, by Executive 
orders, three principal interdepartmental commit- 
tees to assist him in the administration of the trade 
agreements program. These are the Interdepart- 
mental Committee on Trade Agreements, the 
Committee for Reciprocity Information, and the 
Cabinet-level Trade Policy Committee. 

The Interdepartmental Committee on Trade 
Agreements, originally established in 1934, is re- 
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sponsible for developing detailed information and 
recommendations concerning the administration 
of the trade agreements program. Although 
agency representation on this Committee has 
changed from time to time, at the present the 
Committee consists of representatives of the fol- 
lowing agencies: Agriculture, Commerce, De- 
fense, Interior, International Cooperation Ad- 
ministration (nonvoting), Labor, State, Tariff 
Commission, and Treasury. The representative 
of the Department of State serves as chairman. 
As special problems arise or as new trade agree- 
ment negotiations are contemplated, the Trade 
Agreements Committee sets up interdepartmental 
subcommittees to consider the particular problems 
or possible negotiations and to submit data and 
recommendations to the Trade Agreements Com- 
mittee. 

The Committee for Reciprocity Information 
has at the present time the same membership as 
the Interdepartmental Committee on Trade 
Agreements, but the Tariff Commission member 
serves as its chairman. This Committee was es- 
tablished to receive the views of the public in 
connection with prospective trade agreement ne- 
gotiations as well as with the administration of 
agreements already concluded. 

The Trade Policy Committee, chaired by the 
Secretary of Commerce, was established in No- 
vember 1957 by Executive order? as a Cabinet- 
level committee to advise and assist the Presi- 
dent in the administration of the trade agree- 
ments program. This Committee consists, in ad- 
dition to the Secretary of Commerce as its chair- 
man, of the Secretaries of State, Treasury, De- 
fense, Interior, Agriculture, and Labor, or of 
alternates designated by them. Such alternates 
must be officials who are required to be appointed 
by the President with the advice and consent of 
the Senate. 

Under the provisions of the Executive order 
creating it, the Trade Policy Committee has sev- 
eral functions in connection with the trade agree- 
ments program. The particular function of the 
Trade Policy Committee in the making of new 
trade agreements is to receive and review all 
recommendations made by the Trade Agreements 
Committee to the President and to transmit them 


‘For text, see BuLLETIN of Dec. 16, 1957, p. 957. 
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to the President together with any comments of 
its own resulting from that review. This Trade 
Policy Committee review takes place at each of 
the stages of Trade Agreements Committee action 
described below. 


PREPARATORY PROCEDURE AND NEGOTIA- 
TIONS 


There are four principal stages in a trade agree- 
ment negotiation: (1) the decision to negotiate 
with a particular country or countries; (2) the 
preparation of the U.S. offers; (3) the preparation 
of our requests; and (4) the actual bargaining 
around the conference table. 


Decision To Negotiate 

Trade agreement negotiations are undertaken 
only after the President has made a decision that 
it would be desirable to do so. Any recommenda- 
tions that may be made by the Trade Agreements 
Committee for the initiation of negotiations are 
transmitted to the Trade Policy Committee for 
consideration and forwarding to the President. 


Preparation of U.S. Offers 

Once the President has approved the recom- 
mendation that trade agreement negotiations 
should be undertaken with a particular country 
(which we will call country X), the Trade Agree- 
ments Committee proceeds to the task, lengthy and 
laborious, of formulating a list of import items 
to be considered for possible tariff concessions by 
the United States in the forthcoming negotiations. 


Obtaining Information on Trade With Country X 


The first step is for the Trade Agreements Com- 
mittee to establish an interdepartmental subcom- 
mittee of experts on our trade with country X. 
These subcommittees are usually referred to as 
“country committees.” The task of the X country 
committee at this stage is to make a comprehen- 
sive survey of our trade with country X, studying 
the trade statistics for both our imports and our 
exports to that country with a view to drawing 
up preliminary lists of the items which should be 
considered in the negotiations. 

The chief criterion guiding the work of country 
committees at this stage is that of the principal 
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supplier. For bargaining purposes each side gen- 
erally finds that it is most advantageous if its 
offer of a tariff concession on a particular product 
is made to the country which is the principal or 
important supplier. Accordingly, the country 
committee looks first for the items of which coun- 
try X is or may become the principal supplier 
to the United States, and then for other items 
which may be important to country X, e. g., items 
on which requests may have been made by that 
country. After a detailed study of data on im- 
ports, exports, domestic production, tariff history, 
and other pertinent facts available from Govern- 
ment sources on the products concerned, the coun- 
try committee submits to the Trade Agreements 
Committee a list of products which it feels should 
be considered for possible tariff concessions by the 
United States, together with the data which it 
has used in its studies. 

During a careful item-by-item scrutiny of the 
list of products and supporting data submitted to 
it by the country committee, the Trade Agree- 
ments Committee makes such modifications in the 
list as it considers advisable. It then sends to the 


Trade Policy Committee, for review and trans- 
mittal with its comments to the President, the list 
of U.S. import items (“public list”) which the 


Committee recommends for possible tariff con- 
cessions during the negotiations. If there are 
dissents by any agency on particular items, these 
are forwarded to the Trade Policy Committee with 
the list. 

When the list of U.S. import items has been 
approved by the President, it is published, to- 
gether with a formal announcement of the inten- 
tion to enter into trade agreement negotiations 
with country X, and dates are set by the Commit- 
tee for Reciprocity Information for filing briefs 
and for public hearings to obtain the views of in- 
terested persons and groups concerning the pro- 
posed negotiations. Simultaneously the President 
transmits the list to the Tariff Commission for 
peril-point findings on each product, and the Com- 
mission also issues a notice of public hearings. 

Every effort is made to see that the list and 
notices get wide public distributicn through the 
press and otherwise—for example, through the 
field offices of the Department of Commerce—and 
many persons avail themselves of the opportunity 
to present information and views in writing and 
orally at the hearings. 
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All information presented by the public in briefs 
and orally at both hearings is made available to 
members of the subcommittee developing country 
trade information and to members of the Trade 
Agreements Committee and to any other persons 
who may have responsibilities for the preparations 
for the negotiations. 

Aided by the information received from the pub- 
lic by the Committee for Reciprocity Information 
and the Tariff Commission, the various country 
committees resume their studies of the items under 
consideration in order to determine whether to 
recommend that a concession be made on a particu- 
lar product and, if so, to what extent. These rec- 
ommendations and the supporting data are sub- 
mitted to the Trade Agreements Committee, which 
reviews them item by item and accepts, modifies, 
or rejects them. 


How Recommendations Are Arrived At 


The decision in each case is based upon a variety 
of factors. The Committee considers for each item 
the relation of imports to domestic production. 
Are imports a large or small part of the total 
amount consumed in the United States? Have im- 
ports been increasing or decreasing, both in total 
amount and relative to domestic output? 

The Committee considers whether the domestic 
industry is on an export basis. If, for example, 
the domestic industry has a large export business, 
this would be one indication that the industry 
could compete in third markets with the foreign 
product and therefore a reduction in the tariff 
might be considered. 

The Committee also takes into account such mat- 
ters as whether the domestic industry is large 
and diversified or is located largely in one com- 
munity and concentrated on the particular product 
involved—in a word, anything bearing on the pos- 
sible impact of imports on the domestic industry. 

Among other factors the Committee must take 
into account national security needs for particu- 
lar products and, in the case of an agricultural 
product, whether a concession might interfere 
with a price-support or other farm program. 

Depending on circumstances, the Committee 
may also consider whether it would be possible 
or desirable to make a concession on only part of 
a tariff category or limit the effect of a tariff modi- 
fication through the use of a tariff quota or other 
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device. For example, the Committee may recom- 
mend that a reduced duty apply only to a limited 
quantity or specified percentage of average U.S. 
production and that imports in excess of that 
quantity or percentage pay the higher rate. 
Another important matter considered by the 
Committee is whether our offers as a whole are 
adequate to reciprocate for concessions we may 
reasonably expect to obtain from country X. 
As soon as the peril-point findings of the Tariff 
Commission are reported to the President, they 
are made available to the Committee, which takes 
them into consideration, along with all the infor- 
mation obtairmd from other sources, in making 
recommendations to the President. 


Recommendations Go to the President 


These recommendations are then transmitted 
to the President, with dissents, if any, as to partic- 
ular items, through the Cabinet-level Trade Policy 
Committee, which gives the President such advice 
with regard thereto as it deems appropriate. 

The decision of the President constitutes an in- 
struction to the U.S. negotiators. It authorizes 
them to make specified concessions provided they 
can get adequate concessions in return from the 
countries with which the United States negotiates. 
Sometimes it is found desirable, during the nego- 
tiations, to request additional authority from 
the President. If this involves any import prod- 
uct not on the public list, a new notice is issued 
with the approval of the President, and all the 
procedure (hearings, peril-point findings, etc.) 
described earlier must be gone through with re- 
spect to the new product. 


The Preparation of U.S. Requests 

The preparation of our list of requests for con- 
cessions from country X goes forward simultane- 
ously with the preparation of offers. The country 
committee makes a systematic review ot our export 
trade with country X, studying that country’s 
tariffs, taxes, regulations, quotas, etc. 

As on the import side, the principal-supplier 
criterion is an important guide, brt studies are 
also made to determine whether there are some 
export products on which trade ought to be moving 
and, if not, why not. Past inquiries and com- 
plaints from American exporters to country X, 
received through the Committee for Reciprocity 
Information or by any of the departments, are 


February 24, 1958 


reviewed in order to determine whether any of 
such items should be included in our requests. 

At the time public notice is given of intention to 
enter into trade agreement negotiations, interested 
persons are invited to submit their views on export 
items on which concessions should be requested. 

The recommendations of the country committee 
are carefully reviewed by the Trade Agreements 
Committee, which goes over them item by item 
and which also reviews our overall requests from 
country X in the light of our possible offers. The 
request list, like the offer recommendations, 
usually moves back and forth from the Trade 
Agreements Committee to the country committees 
and back again until it is finally ready to be trans- 
mitted through the Trade Policy Committee to the 
President for his approval, along with the recom- 
mendations on offers. 


The Negotiations 


If the President approves the offers and requests, 
the next stage is the actual bargaining or negotia- 
tion with the foreign countries involved. Under 
the overall direction of the Trade Agreements 
Committee, the negotiation with country X is 
conducted by a team which, as far as possible, has 
the same membership as the preparatory country 
committee and consists normally of representatives 
of the Departments of State, Commerce, and Agri- 
culture, with representatives of other departments 
assisting in matters of interest to their agencies. 
In addition, each team has a member of the Tariff 
Commission staff assigned to it as a technical 
adviser, although as a matter of established policy 
the Tariff Commission staff members do not engage 
in actual negotiations. 


Bilateral Negotiations 


Negotiations begin with bilateral meetings of 
the U.S. negotiating teams with their counter- 


parts from the foreign countries. At the initial 
meeting the two teams usually exchange their lists 
of offers, and then the actual bargaining begins 
and may continue for a considerable period of 
time. 

As soon as possible the team reports to the Trade 
Agreements Committee its opinion as to whether 
an agreement is possible or not and also the most 
favorable terms on which it then appears that an 
agreement can be reached. If the proposed agree- 
ment is a balanced one and within the terms of the 
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team’s instructions, the team may be authorized 
to conclude the agreement on an ad referendum 
basis. Often, however, reaching an agreement 
involves changes in the original U.S. offers. If 
the other country’s offers are inadequate, efforts 
must be made to obtain additional offers or, fail- 
ing that, some of our offers must be withdrawn. 
If additional authority is required, the Committee 
transmits a request for it, through the Trade 
Policy Committee, to the President, and, if he 
approves, the negotiating team proceeds to con- 
clude an ad referendum agreement. 


Bargaining With Several Countries at Once 


Prior to 1947 the trade agreements entered into 
under the Trade Agreements Act were bilateral 
agreements negotiated between the United States 
and individual foreign countries. Tariff conces- 
sions in each agreement were naturally based on 
the trade between the United States and the other 
country involved, although under the traditional 
most-favored-nation policy of the United States, 
embodied as a requirement of law in the Trade 
Agreements Act, tariff concessions made in any 
one agreement (except the preferential trade 
agreement with Cuba) were applied to products 
of all foreign countries. 

At the end of World War I, in order to provide 
for a more widespread reduction of all kinds of 
trade barriers (not only tariffs, but quantitative 
restrictions, etc.), the United States took the lead 
in inviting other major trading nations to par- 
ticipate in negotiating the General Agreement on 
Tariffs and Trade (GATT), a multilateral trade 
agreement concluded at Geneva in 1947 by 23 
countries. The GATT consists of general pro- 
visions (i. e., general trade rules) as well as sched- 
ules of tariff concessions for each participating 
country. These provisions protect the concessions 
from nullification or impairment. 

Since 1947 most of our trade agreement nego- 
tiations have been carried on within the frame- 
work of the GATT, to which 37 countries are now 
parties. 

In multilateral negotiations under the GATT, 
tariff negotiations are conducted between several 
pairs of countries concurrently, but the mechanics 
of the negotiations are much the same as in former 
bilateral negotiations. However, upon completion 
of the negotiations, the results of all the agree- 
ments between the various pairs of countries are 
combined into a single agreement between all the 


290 


participating countries, with each having a con- 
tractual right in the agreements reached by each 
pair of countries. 

When all U.S. negotiations at a multilateral con- 
ference are completed, the results are reviewed 
by the Trade Agreements Committee and are 
transmitted through the Trade Policy Committee 
to the President with a recommendation for his 
approval. If the President approves, the agree- 
ment is signed and becomes a binding obligation 
of the United States. 

The final step in the trade agreements procedure 
is taken when the President issues a proclamation 
bringing the agreement into force as regards 
United States domestic law. 


United States Replies to Letter 
of Bertrand Russell 


Press release 49 dated February 6 


Following is the text of a letter dated January 
22, 1958, from Secretary Dulles, written on behalf 
of the President, to Kingsley Martin, editor of the 
New Statesman of London, England. Secretary 
Dulles’ letter is in reply to a letter from Lord 
Russell (Bertrand Russell), published in the No- 
vember 23, 1957, issue of the New Statesman, to 
President Eisenhower and Nikita Khrushchev, 
First Secretary of the Communist Party of the 
Soviet Union? 

Dear Mr. Martin: On behalf of the President 
I am replying to Lord Russell’s letter to him and 
to Mr. Khrushchev published in the November 23 
issue of the New Statesman. I have also read Mr. 
Khrushchev’s reply thereto, which you sent the 
President under cover of your letter of December 
18. As you know, Chairman Bulganin wrote to 
President Eisenhower on December 10 setting 
forth certain views of the Soviet Union on the 
international situation. I thought it best to defer 
a reply to your letter until the President replied to 
Mr. Bulganin which he did on January 12. His 
letter substantially answers many of the points 
raised in Lord Russell’s letter and Mr. Khrush- 
chev’s reply. 

* Secretary Dulles’ reply was published in the Feb. 7, 
1957, issue of the New Statesman. 


? BULLETIN of Jan. 27, 1958, p. 122. 
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Surely if we lived in a world of words, we could 
relax to the melody of Mr. Khrushchev’s lullaby. 
The world in which we live is, however, made of 
stuff sterner than mere words. It is necessary now, 
as it has always been necessary, to look behind 
words of individuals to find from their actions 
what their true purpose is. 

I note that Mr. Khrushchev directs himself to 
Lord Russell’s statement that as between the East 
and West, “It is not necessary that either side 
should abandon belief in its own creed. It is only 
necessary that it should abandon the attempt to 
spread its own creed by the force of arms”. 

The creed of the United States is based on the 
tenets of moral law. That creed, as well as the 
universal conviction of the United States, rejects 

yar except in self defense. This abhorrence of 
rar, this determination to substitute peaceful 
negotiation for force in the settlement of inter- 
national disputes, is solidly founded on the 
religious convictions that guided our forefathers 
in writing the documents that marked the birth of 
America’s independence. Indeed, there are im- 


portant elements in our religious groups who even 
decry the use of force for self-defense. I do not 
think that it is possible to find in the history of the 
United States any occasion when an effort has been 
made to spread its creed by force of arms. There 


is, therefore, no need on our side to “abandon” 
what Lord Russell condemns. On the contrary, it 
would be abhorrent and unthinkable that there 
should be introduced into our creed the concept of 
its maintenance or extension by methods of 
violence and compulsion. 

Unhappily, it is otherwise with the creed of 
Communism, or at least that variety of Com- 
munism which is espoused by the Soviet Com- 
munist Party. Marx, Lenin and Stalin have all 
consistently taught the use of force and violence. 
Marx said “the proletariat, by means of revolu- 
tion, makes itself the ruling class”. Lenin taught 
that the dictatorship of the proletariat means “un- 
limited power based on force and not on law”; 
and Stalin said that the ruling bourgeois classes 
can “only be removed by the conscious action of 
the new classes, by forcible acts of these classes by 
revolution”. These teachings of Marx, Lenin, and 
Stalin have never been disavowed by the Soviet 
Communist Party of which Mr. Khrushchev is 
now the First Secretary. On the contrary, as 
recently as last November 16, the Communist 
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persuade by peaceful means. 


Parties rededicated themselves in the Moscow Dec- 
laration to the cause of world revolution directed 
by the Soviet Communist Party. There are 
indeed multiple examples of the continuing use of 
force by the Soviet Communist Party and by 
other Communists of the same school. A recent 
illustration is Hungary where, at the behest of 
the Hungarian Communist Party, the Soviet Com- 
munist Party requested the Soviet Government to 
invade with massive military force to repress the 
people and to assure that they would continue 
to be subject to a rule dictated by the Hungarian 
Communist Party. 

It is indeed quite improbable that the Soviet 
Communist Party should now abjure the use of 
force and violence to maintain the supremacy of 
its creed where that Party, directly or through 
satellite Communist Parties, is today dominant. 
The Soviet Communist Party seized power by 
violence of an intensity and extent that shocked 
the civilized world. It has extended its power by 
violence, absorbing one nation after another by 
force or the threat of force. Within the Soviet 
Union it has perpetuated its power only by force 
and violence, the nature of which is usually kept 
hidden but which is occasionally revealed, as when 
Mr. Khrushchev in his speech to the 20th Con- 
gress—a speech sought to be kept secret—por- 
trayed the cruel practices employed by Stalin 
through Beria to maintain his despotism. 

Nowhere in the world today does the Com- 
munist Party maintain its rule except by forcibly 
imposing that rule upon the great majority of the 
people as against their wishes. Although Com- 
munist Parties today rule nearly one billion peo- 
ple comprising what at one time were nearly 20 
independent nations, never anywhere have these 
Communist Parties been willing to have free elec- 
tions or to limit their rule to peoples whom they 
The fact of the 
matter is, and this I believe is a fact which no 
one can realistically dispute, that the Communist 
Parties depend upon force and violence and could 
not exercise power anywhere in the world today 
if they should relinquish that. It is equally true 
that they could not achieve ultimately their an- 
nounced goal of world domination without involv- 
ing the same forcible methods which they have 
consistently used to gain and retain rule where 
they have it. 

That, I feel, is the heart of the problem. That 
is why those who have freedom must be or- 
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ganized to preserve it. If indeed Lord Russell 
could persuade the Communist Parties of the 
world to renounce dependence upon force and vio- 
lence and to exercise power only when this re- 
flected the freely given consent of the governed, 
then indeed the world would become a happier and 
safer place in which to live. 

I earnestly hope that the idealism and per- 
suasiveness of Lord Russell may move the Com- 
munist Parties in this direction. 

I note that Mr. Khrushchev’s letter deals pri- 
marily with a world war which would be a nuclear 
war. I do not doubt that the Soviet rulers, like 
all other people who want to go on living, reject 
that concept. The United States not only rejects 
that concept, but strives earnestly to do something 
to remove the danger of nuclear war. 

A decade ago when the United States had a 
monopoly of atomic weapons and of the knowl- 
edge of how to make them, we proposed that we 
and all others should forego such destructive 
weapons and assure that the power of the atom 
should be used for peaceful purposes. We pro- 
posed an international agency to control all use 
of atomic energy everywhere. That proposal was 
rejected by the Soviet Union, with the consequence 
that nuclear weapons today exist in vast and grow- 
ing quantities. 

In a further effort to stem the increase of nuclear 
weapons stockpiles and their irresponsible spread 
throughout the world, the United States joined 
in proposals that fissionable material should no 
longer be produced for weapons purposes and that 
existing nuclear weapons stockpiles should be 
steadily diminished by agreed contributions to 
peaceful purposes internationally controlled. 
This proposal too has been rejected by the Soviet 
Union. 

Now a new source of danger to humanity looms 
in the use of outer space for weapons purposes. 
Both the Soviet Union and the United States are 
beginning to make such use of outer space. But 
the United States, in pursuance of its peaceful 
purposes, proposed that we should not repeat the 
mistake of 10 years ago but should quickly take 
steps to assure that outer space shall be used only 
for peaceful purposes. President Eisenhower 
eloquently pleaded for this peaceful step in his 
letter of January 12 to Chairman Bulganin. Thus, 
the Soviet is afforded, now for the third time, a 
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chance to demonstrate that its words of peace 
mean something more than a mere effort to lull 
the non-Communist world into a mood of illusory 
security. 

At the moment its propaganda efforts are pri- 
marily directed, as was Mr. Khrushchev’s letter, 
to trying to assure that Western Europe shall be 
armed only with weapons of the pre-atomic age, 
while the Soviet Union uninterruptedly develops 
the most modern weapons of the nuclear age and 
of the age of outer space. At the recent North 
Atlantic Council meeting, the heads of the fifteen 
member governments had this to say: * 

The Soviet leaders, while preventing a general disarma- 
ment agreement, have made it clear that the most modern 
and destructive weapons, including missiles of all kinds, 
are being introduced in the Soviet armed forces. In 
the Soviet view, all European nations except the U.S.S.R. 
should, without waiting for general disarmament, re- 
nounce nuclear weapons and missiles and rely on arms of 
the pre-atomic age. 

As long as the Soviet Union persists in this attitude, we 
have no alternative but to! remain vigilant and to look 
to our defences. 


But also they said: 


We are also prepared to examine any proposal, from 
whatever source, for general or partial disarmament, and 
any proposal enabling agreement to be reached on the 
controlled reduction of armaments of all types. 

While of course nuclear war is the form of war 
most to be dreaded, particularly if, to nuclear 
power, is added the use of outer space, the essen- 
tial is to avoid war of any kind, nuclear or non- 
nuclear, and to renounce all use of force as a 
means of subjecting human beings to a rule to 
which they do not freely consent. That, I take 
it, is the heart of what Lord Russell seeks. I 
can assure you it is also what is sought by the 
Government of the United States, by every ele- 
ment in government, and also by all of our people 
who adhere to the creed of America as it is ex- 
pressed in the words of the American Declaration 
of Independence: “We hold these truths to be 
self-evident, that all men are created equal, that 
they are endowed by their Creator with certain 
inalienable rights, that among these are life, lib- 
erty and the pursuit of happiness; that to secure 
these rights governments are instituted among 


’For text of declaration and communique issued on 
Dec. 19, 1957, at the conclusion of the meeting, see ibid., 
Jan. 6, 1958, p. 12. 
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men, deriving their just powers from the consent 
of the governed.” 

That, I assure you, is the creed of America. It 
is the creed by which we live and in defense of 
which many Americans have laid down their 
lives—in France, in the Philippines, in Korea, and 
many other foreign lands—in a supreme act of 
fellowship with those of other lands who believe in 
the dignity of men and men’s right to have govern- 
ments not imposed upon them but chosen by them. 
Such a creed cannot be imposed by force because to 
use force to impose a creed would of itself be a 
violation of our creed. 

I revert again to Lord Russell’s statement that 
“It is not necessary that either side should aban- 
don belief in its own creed”. Certainly that is true 
of the United States, where creed comprehends 
the renunciation of force and violence to spread 
its creed. The same, unhappily, cannot be said 
of Soviet Communism whose creed comprehends 
the use of force and violence. Therefore, I be- 
lieve that it is necessary that at least that part of 
the Soviet Communist creed should be abandoned 
in order to achieve the peaceful result which is 
sought by Lord Russell and all other peace-loving 
people. 

It is the steadfast determination of the United 
States—you may call it a creed if you will—to 
work in a spirit of conciliation for peaceful solu- 
tions based on freedom and justice of the great 
problems facing the world today. 

Sincerely yours, 
Joun Foster Duties 


Mr. Kinestey Martin, 
Editor, New Statesman, 
Great Turnstile, 
London WC1, England. 


White House Calls Soviet Note 
Repetitious and Negative 


The White House on February 3 released the 
following statement regarding a note dated 
February 1 from Soviet Premier Nikolai A. 
Bulganin which was delivered to President Eisen- 
hower at Washington on February 2. 


The latest Bulganin note consists of a repeti- 
tion of Soviet proposals previously made and a 
negative attitude toward President Eisenhower’s 
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eight proposals put forward in his letter of Janu- 
ary 12th. The Soviet note is being further con- 
sidered. 

It is, however, already apparent that further 
clarification of the Soviet position will be neces- 
sary before—to use President Eisenhower’s words 
of January 12th—“it can be ascertained that such 
a top-level meeting would, in fact, hold good hope 
of advancing the cause of peace and justice in the 
world.” 


U.S. Expresses Concern 
Over Tunisian Incident 


Press release 54 dated February 9 


The following statement was released by the 
Department of State on February 9. 


The United States Government is profoundly 
disturbed by reports received of the incident at 
Sakiet Sidi Youssef, Tunisia, on the morning of 
February 8. We are concerned at the effect that 
this occurrence may have on the relations between 
two nations, both friends of the United States, 
who we continue to hope will find a means of 
reconciling their differences in the interests of the 
peaceful progress of the North African area. 

The Secretary of State asked the French Am- 
bassador to call on Sunday afternoon [February 
9] in order to express our concern and to seek 
further information, which has been promised. 


Law Day, 1958 


A PROCLAMATION? 


Wuereas it is fitting that the people of this Nation 
should remember with pride and vigilantly guard the great 
heritage of liberty, justice, and equality under law 
which our forefathers bequeathed to us; and 

WHEREAS it is our moral and civic obligation, as free 
men and as Americans, to preserve and strengthen that 
great heritage; and 

WHEREAS the principle of guaranteed fundamental 
rights of individuals under the law is the heart and sinew 
of our Nation, and distinguishes our governmental 
system from the type of government that rules by might 
alone; and 

WHEREAS Our Government has served as an inspiration 
and a beacon light for oppressed peoples of the world 


* BULLETIN of Jan. 27, 1958, p. 122. 
* No. 3221; 23 Fed. Reg. 821. 





seeking freedom, justice, and equality for the individual 
under laws; and 

WHEREAS universal application of the principle of the 
rule of law in the settlement of international disputes 
would greatly enhance the cause of a just and enduring 
peace ; and 

Wuereas a day of national dedication to the principle 
of government under laws would afford us an opportunity 
better to understand and appreciate the manifold virtues 
of such a government and to focus the attention of the 
world upon them: 

Now, THEREFORE, I, DwicHt D. EISENHOWER, President 
of the United States of America, do hereby designate 
Thursday, May 1, 1958, as Law Day. 

I urge the people of the United States to observe the 
designated day with appropriate ceremonies and activi- 
ties; and I especially urge the legal profession, the press, 


and the radio, television, and motion-picture industries to 
promote and to participate in the observance of that day. 

IN WITNESS WHEREOF, I have hereunto set my hand 
and caused the Seal of the United States of America to 
be affixed. 

Done at the City of Washington this third day of 
February in the year of our Lord nineteen hun- 
dred and fifty-eight, and of the Independence of 
the United States of America the one hundred 
and eighty-second. 


[SEAL] 


By the President: 
JOHN Foster DULLES 
Secretary of State 


Behind the Headlines in Canadian-United States Relations 


by Livingston T. Merchant 
Ambassador to Canada* 


It is now nearly 2 years since I was appointed 
as United States Ambassador to Canada, and in 
recent weeks I have been reflecting on where and 
to what extent my ideas of Canada and our re- 
lations with it have changed in that interval. 
I was not unfamiliar with Canada when I came 
here on this assignment. I had visited a number 
of times as vacationer, tourist, and official. I had 
many Canadian friends. Indeed, I think it is 
accurate to say that, at every foreign post in 
which I have served, my best and closest friends 
outside of our own Embassy have been Canadians. 
Moreover, in my former capacity as Assistant 
Secretary of State, I had during more than 3 
years direct responsibility to Secretary of State 
Dulles for our relations with Canada. 

I arrived in Canada with certain convictions. 
The first was that Canada is more important to 
the United States than any other country in the 
world. Since I came here there has been no 
alteration in that conviction. It has deepened. 


* Address made before the Women’s Canadian Club of 
Hamilton, Ont., Canada, on Jan. 22. 
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Secondly, I arrived in Ottawa impressed with 
the deep well of friendliness toward Canadians 
and things Canadian in the United States. This, 
too, is unchanged. There exists also, I am satis- 
fied, a basic friendliness on the part of Canadians 
for those south of the border, though it is ac- 
companied by the constant apprehension, as some- 
one put it, that the great elephant to the south, 
in the most friendly and unconscious way, may 
roll over in his sleep and inadvertently break 
Canadian bones. I realize better than before that 
Canada doesn’t want to be taken for granted. No 
one does. Neither do we. 

Thirdly, I felt sure 2 years ago that, though 
problems existed between us and more would 
arise, they would be relatively rapid and easy of 
solution. I accepted, I think, the statement which 
was current at that time that our relations would 
no longer be “automatic.” I think, though, that 
at the time I took the phrase in the sense that, as 
our economies expanded side by side, the points 
of contact and interrelationship would grow in 
number and, as the world became more complex 
in this age of science, we would have more prob- 
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lems to solve, many of which would not be sus- 
ceptible to traditional approaches. I did not then 
believe that, as the problems multiplied and be- 
came more complex, the atmosphere itself might 
change and with the change solutions become more 
difficult. 

This I now believe may be happening. There 
have been for a year or more signs of a change 
in mood or climate which it behooves both our 
countries to look at. I am convinced that on both 
sides there is a basic friendliness and respect 
between our two peoples. This is well, for we 
each have deep need of the other. This basic 
attitude, however, does not automatically produce 
smooth relations. 


Change in Canadian Attitude Toward U.S. 

When I say this, I do not pretend to set myself 
up as an expert on Canada or as understanding 
Canadians as well as you understand each other. 
I can claim, however, to have tried to increase 
my understanding of this great country. I have 
traveled over 50,000 miles in the last year and a 
half—by air, by train, by automobile, and in- 
finitesimally on foot. I have been pretty much all 
over this thriving Province of Ontario—west to 
the Lakehead and south to Windsor. I have set 


foot in all 10 Provinces. I have been to the mouth 
of the Mackenzie and spent a night on Victoria 


Island in the Arctic Circle. I know Frobisher 
Bay on Baffin Island and Labrador and New- 
foundland. I have been twice to Vancouver and 
twice to Nova Scotia. I know the cities and the 
woods of Quebec. I have been in Calgary, Ed- 
monton, and Winnipeg several times. And on all 
these visits I have met and talked to people in 
government, in business, journalism, and bank- 
ing, and in the universities. I read five of your 
newspapers from Winnipeg to Montreal every 
day—and a half dozen others, though less 
thoroughly. 

So it is against this background that I say I 
think I have detected signs of a change in the 
mood of Canada in the past 12 months insofar 
as iis relations with the United States are con- 
cerned. This is terribly important to me, and I 
think it is important to Canadians as well. We 
are both living in an increasingly dangerous 
world, and, as Benjamin Franklin said during 
a period when Canada and the American Colonies 
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did not see eye to eye, “We must all hang together, 
or assuredly we shall all hang separately.” 

This change which I think I detect is reflected 
in a steadily growing criticism of certain policies 
of the United States Government or actions 
which are assumed to reflect policies of the United 
States Government. As a contribution to a better 
understanding by Canadians of the United States, 
I thought that tonight I would discuss several 
of these subjects. In doing so, let me be frank in 
saying that we do not have the time nor, do I 
believe, would you have the patience for me to 
give a comprehensive and completely balanced 
exposition on each point. I stand here tonight 
as an advocate for my country and for my Gov- 
ernment. I would be the last to assert that we 
don’t make mistakes or that all our decisions and 
actions inure to the benefit of Canada and none 
harm her. From much that you read you are 
familiar with these aspects of the matter. My 
approach admittedly is to seek better to explain 
the United States. 

The three general topics or areas of our rela- 
tionship which I plan to discuss tonight are, first, 
the question of trade between our two countries 
and United States investment in Canada; second, 
our surplus-wheat disposal policies; and third, 
this matter of how the United States is trying to 
discharge its responsibilities of leadership in the 
free world. In this latter connection I want to 
say a few words on the question of negotiation 
with the Soviet Union, which has figured so 
prominently in recent newspaper and radio 
comment. 


Trade and Investment 


Let me turn now to trade and investment be- 
tween our two countries. There are several as- 
pects of this relationship which sometimes seem 
to be forgotten or overlooked. First of all, like 
Canada, the United States is what can be called 
a private-enterprise country. Goods are bought 
and sold on what is to a very real extent a free 
market. We do not have a socialist or planned 
economy. We do not have state trading as is the 
vase in Russia, where every import is purchased 
by the Government and every export sold by the 
Government. Like Canada, we are not “free 
traders” in the classical economic sense of the 
word, but we do believe in liberal trade policies. 
We believe that not only prosperity but peace rests 
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to a very considerable extent on the relatively free 
movement of goods, as well as people and ideas, 
between members of the trading community of 
the world. 

What does this mean in connection with the 
complaints one sometimes hears that the United 
States has forced on Canada exports of goods so 
greatiy in excess of imports it takes from Canada 
that the resultant imbalance is dangerous to Can- 
ada? The inference frequently drawn is that 
Canada can only pay for this excess of imports 
from the United States by borrowing money or 
by selling its birthright of natural resources to 
foreigners south of the border. 

Now, since the United States is not a state 
trader, I think it fair to say that the problem—if 
in fact it is a problem—is a Canadian problem 
and not one created or forced on Canada by a 
predatory neighbor. Imports into Canada from 
the United States represent in the aggregate the 
individual choices of millions of Canadian private 
citizens buying what they want, on terms which 
they consider more advantageous than are avail- 
able elsewhere. If Great Britain or Germany or 
Ruritania can offer to Canada better iceboxes or 
machine tools or leather goods or whatever at 
lower prices for the same quality and with com- 
parable delivery and maintenance terms, then the 
Canadian consumer will turn to Great Britain or 
Germany or Ruritania for those needs. We live in 
a competitive world, and I don’t think you will 
find us complaining if we prove unable to meet 
competition, provided that it is fair and not en- 
couraged by discriminatory import measures. 

The point I am making is that it is the choice 
of individual Canadian consumers which controls 
the volume of imports into Canada from the 
United States. It is not a United States Govern- 
ment policy. 

The second point I want to make runs to this 
habit of isolating Canada’s trade relationship 
with the United States from all of Canada’s other 
trading relationships. I believe, and I think most 
enlightened economists around the world believe, 
in what is called “multilateral” trade. This 
means simply that it is the totality of a country’s 
imports and exports, with the resultant balance, 
which determines the health of a country’s for- 
eign-trade position. If you try to balance your 
books every 3 months or every year with each in- 
dividual country, you come down to barter, which 
is, I believe, the most restrictive and stultifying 
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basis on which to trade that any sensible person 
can imagine. If one country wants coffee and the 
sole coffee producer only wants peanuts—which 
Canada, for example, doesn’t raise—then Cana- 
dians go without coffee at breakfast unless they 
sell wheat, or whatever else they have to sell, to 
a third country which produces peanuts, which 
are then shipped to the coffee country, which en- 
ables the coffee producer in turn to ship coffee to 
Canada! In this case it is as simple as that. I 
have oversimplified, of course, but basically that is 
how multilateral trade operates. 

Now, when you look at Canada’s total trade 
balance, the picture is considerably different from 
what it appears when you look only at the table 
of imports from and exports to the United States. 
The excess of total Canadian imports over exports 
is far smaller. Moreover, I think few would deny 
that the margin is largely accounted for by im- 
ports of capital goods designed to increase Can- 
ada’s own future production and hence, quite 
properly in the case of an expanding economy 
like Canada’s, to be paid for “on time.” 

As for United States investment in Canada, 
this also seems to me essentially a problem—if it 
is a problem—of Canada’s own creation. There 


is no United States Government capital invested 
in Canada unless you count common defense fa- 
cilities like the DEW Line, which in construction 


costs ran upwards of a half billion dollars of the 
United States taxpayers’ money. The United 
States capital which I understand to be the target 
of some Canadian complaints is private capital 
which has gone into business in Canada because, 
presumably, Canadian individuals or corporations 
wanted it to and because the general climate of 
political stability, economic expansion, and gen- 
eral hospitality attracted it to Canada. 
Government capital invested abroad by a Com- 
munist government will go where that govern- 
ment directs it and for a purpose which is politi- 
cal. Private capital is different. It is skittish 
and sensitive to climate. It is also in good part 
a function of expansion. Should Canada’s expan- 
sion cease or should the climate turn genuinely 
chilly, then I do not think you would find capital 
from the United States or any free trading coun- 
try flowing into Canada. Indeed, in recent 
months I would judge by the decline in the pre- 
mium of the Canadian dollar over the United 
States dollar that the movement of United States 
capital to Canada has appreciably diminished. 
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Now you will say of that, maybe so, but the 
other side of the equation has been deliberately 
ignored. What about the charge that the United 
States unfairly restricts imports from other 
countries, and particularly from Canada? 

Earlier I made the point that the United States 
is not a “free trader” in philosophy or practice. 
Like Canada we have tariffs. Like Canada we 
feel a duty to protect our own producers from 
excessive damage. It is also true that in terms 
of goods we in the United States sell more abroad 
than we buy. In point of fact we have to, if we 
are to continue—as we will—to do what we con- 
ceive to be our share for the defense and the 
economic well-being of the free world. It is the 
excess of our exports of goods over our imports 
of goods that enables us, for example, to pay for 
the DEW Line, to pay the costs of our troops in 
Korea and in Europe, as part of NATO’s de- 
fenses, to keep our billions in aid to underde- 
veloped countries going, and to do all the things 
which we look on as part of our obligations. We 
have done all this and seen, in addition, foreign 
holdings of United States securities and foreign- 
owned deposits of dollars in our banks rise very 
substantially in the past 5 years. 

I would challenge anyone to find anywhere in 
the world as large and as stable a market for their 


goods as the 170 million citizens of the United 
States, notwithstanding the actions which we ad- 
mittedly take from time to time to protect some 


sector of our own producing economy. These 
actions understandably upset some of our trading 
partners, but nevertheless they are actions which 
in terms of our total import trade are relatively 
minor. 

To summarize, I don’t think we are a bad trad- 
ing partner, and I can assure you that there is no 
sinister and no governmental design behind either 
our exports or our investments in Canada. 


Surplus-Wheat Disposal Policies 

Now for our surplus-wheat disposal policies. 

Both Canada and the United States are trou- 
bled with large carryovers or surpluses of wheat. 
We should note in passing, I think, that these 
surpluses have arisen in part from unusually good 
weather in recent years. Mostly, however, they 
have come as the result of conscious effort in both 
countries during World War IT and the Korean 
war to increase the production of food for a 
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hungry and disorganized world. Moreover, it is 
impossible quickly or easily to reduce production 
of wheat, or any other farm product, once a 
higher level has been attained. It is not as simple 
as turning off a production line in a factory when 
production outruns demand. 

There has been much criticism in Canada over 
United States policies and actions with respect to 
the disposal of its wheat surplus. We have tack- 
led the problem vigorously on a broad front. We 
want to sell our wheat but to compete fairly. We 
have used novel and, Canadians would claim, un- 
orthodox methods to this end. At times and in 
certain markets we may have hurt Canada. We 
have not done it intentionally, and I think that 
with frequent consultation with Canada before 
making new disposal agreements we have elim- 
inated or certainly minimized future misunder- 
standings. That certainly is our desire. 

Having said this, I would like to make a few 
points which are not generally recognized con- 
cerning the operation of our program. First, it 
is not generally known that since 1953 we have 
reduced the acreage sown to wheat in the United 
States by 35 percent. We are trying not only to 
dispose of an accumulated surplus from the past 
but to prevent the reaccumulation of surpluses in 
the future. 

Then on the question of price supports, which 
played a part in the original earlier effort to in- 
crease production, the Secretary of Agriculture 
announced recently in Washington that the price- 
support level for wheat in the coming crop year 
would be $1.78 a bushel, down from $2 the pre- 
vious year and from a high in 1954 of $2.24 a 
bushel. I think I can claim that we are tackling 
vigorously the question of avoiding future sur- 
pluses comparable to those plaguing us from the 
past. 

Next, a few points on how our surplus dis- 
posal program has operated. Incidentally, it has 
applied to a wide range of products which were 
in surplus, such as vegetable oils, cotton, feed 
grains, and dairy products. Many of those situa- 
tions have now been pretty well cleaned up. 
Wheat and feed grains remain the most stubborn, 
and unfortunately wheat is the important product 
from Canada’s point of view. 

Since 1954 under Public Law 480, which is the 
basic legislation under which our surplus disposal 
program operates, we have given away—gratis, 
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free for nothing—more than a billion dollars’ 


worth of food for the victims of flood, earthquake, 
famine, and other natural disasters around the 
globe. I don’t think anyone in Canada objects 
to that, although many have been unaware of its 
magnitude. 

Disposal of surplus wheat under Public Law 
480 in exchange for strategic commodities—the 
so-called barter program—has troubled many 
Canadians. It has also been controversial in the 
United States. My Government now has taken 
the position that only when foreign governments 
give assurance that barter deals will not displace 
the normal commercial imports will it approve 
barter transactions. As a result, new barter agree- 
ments in the last half of 1957 have been 
insignificant. 

Sales of wheat for local currency under title I 
of Public Law 480 have also troubled many 
Canadians. Let me give you one figure. More than 
half the wheat moved from the United States 
under this authority—250 million bushels out of 
469 million bushels, to be exact—has gone to India, 
Pakistan, Turkey, and Yugoslavia. No one can 
claim that these countries have been able to afford 
to pay in dollars on the barrelhead for wheat 
which undeniably they needed dreadfully. In the 
case of sales to these countries and to the other 
destinations of our wheat, the proceeds of the 
local currency taken in payment by the United 
States have been in large part loaned back to the 
country in question for economic development. 
Our purpose and our effort has been to make 
wheat available where people were hungry, where 
they had no dollars to pay for it, or where it 
would be in amounts additional to what they could 
buy with dollars. We have used part of this local 
currency to encourage people to eat wheat and to 
show them how to cook it, as in Japan, which is 
historically a rice-eating country. 

Our motives, I think, cannot be quarreled with. 
We have made mistakes, to be sure. We may have 
hurt Canada and other wheat exporters in certain 
cases in the past. But we are doing our very best 
to avoid such hurts in the future, and we are 
consulting on almost a daily basis with Canada 
to this end. 

And now, before I leave the subject of our 
relations in the field of agriculture, let me make 
one other important but little-publicized point. 
The general image of the United States presented 
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to the world, I think, is as an exporting country. 
In point of fact, we import more agricultural 
products than we export. For the 10 years ended 
in 1957, the United States exported agricultural 
commodities at the average annual rate of $3.5 
billion. This included, in addition to commer- 
cial exports, all the contributions under the Mar- 
shall plan, all donations for relief abroad, and 
all exports under Public Law 480. In that same 
10-year period our annual imports of agricultural 
products from all over the world averaged $3.9 
billion. My recollection is that, excluding wheat, 
the United States takes about half of all Canadian 
exports of agricultural products. 


Discharging the Responsibilities of Leadership 

Finally, I want to say a few words on the efforts 
of the United States to discharge its responsibil- 
ities for leadership in the community of free na- 
tions and in particular to restate our attitude on 
negotiations with the Soviet Union. 

The United States believes in, and whole- 
heartedly supports, the United Nations. We, to- 
gether with Canada, were one of its founders. 
Though the United States is only one of 82 mem- 
bers, we pay one-third of its annual budget and a 
far higher proportion of the costs of many of its 
subsidiary organs and operations. We fought in 
support of the principles of the United Nations 
Charter when the Communists attacked the Re- 
public of Korea in 1950. We fought in that de- 
fense against aggression because we believe in the 
principle of collective security. 

We believe in the United Nations as a forum 
for the expression of the public opinion and the 
aspirations of its members. 

You can add together the populations of 45 
members of the United Nations before you reach 
the figure for the population of the United States. 
Notwithstanding, we have attempted to conduct 
ourselves, in the words of the charter, “on the 
principle of the sovereign equality of all its Mem- 
bers.” We have never availed ourselves of the 
right of veto in the Security Council accorded to 
us in the charter. I might note in passing that 
the Soviet Union has used its veto 82 times in 
the last 12 years. 

I said that we believe in collective security. We 
have acted in response to that belief not only in 
resisting aggression in Korea but in joining to- 
gether with other like-minded countries in sig- 
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nature to the North Atlantic Treaty, to the Or- 
ganization of American States, and to other 
multilateral and bilateral collective-security ar- 
rangements with a total of 42 friendly nations as 
contemplated by and authorized under the United 
Nations Charter. Until such day as the United 
Nations is able to assure the defense of the free- 
dom of its members, we have no choice but to 
rely on such collective-security arrangements. 
They are the equivalent of the police department 
in a civilized, freedom-loving civic community. 

The United States has great material power. 
It had for a while monopoly of the possession of 
the atom bomb. In that period of monopoly it 
offered to participate in a system of control and 
disarmament under international auspices. The 
Soviets refused. The Soviets now possess not only 
the atomic but also the hydrogen bomb, and they 
have demonstrated in recent months their great 
advance in developing the means of delivering 
that weapon to any spot in our world. 

We have regarded the retaliatory power inher- 
ent originally in our monopoly and still effective 
in our stock of weapons and highly developed 
vehicles of delivery as in the nature of a public 
trust—an umbrella of protection under which our 
allies as well as ourselves could shelter. 

One hears from abroad today occasional voices 
burdened with two themes. The first is that the 
United States is inexperienced in leadership, im- 
petuous by nature, and essentially irresponsible. 
I ask you to look at the record of the United 
States in world affairs for the past 15 or 20 years 
to dispel any doubts on that score. 

The other theme song is that war has now 
become so terrible that the United States, if one 
of its allies were attacked, would not risk bring- 
ing down upon itself a rain of thermonuclear 
destruction by going to the defense of its ally. It 
is said we would not sacrifice our own safety to 
fulfill our pledge. I only reiterate the solemn 
word of President Eisenhower when I say that 
the United States will fulfill its pledges. Let 
there be no doubt as to our will and resolution. 

Let there equally be no doubt as to our will and 
resolution to make the sacrifices necessary to 
maintain what George Washington called a “re- 
spectable defensive posture.” A part of this is 
the support in money and materiel of those of 
our allies who are unable out of their own re- 
sources to make by themselves alone the contri- 
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bution which is necessary for our common defense. 
In the last 10 years we have contributed in eco- 
nomic and military aid approximately $50 billion 
in support of the free world against the threat 
of military attack and subversion. 

You will say, and I agree, that to stand on our 
defenses is not good enough. Others will 
say, or have said, that this appears to be the 
program of the United States, that the United 
States is not genuinely willing to seek accom- 
modation by negotiation with the Communists. 
That accusation is easily refuted. We are not 
only willing in the future to negotiate, but we 
have demonstrated such willingness in the past. 
I myself have participated in literally months of 
negotiation with the Soviet representatives in the 
past 4 years at the Berlin conference of Foreign 
Ministers, at the Geneva Far Eastern conference, 
at Vienna over the Austrian state treaty, at San 
Francisco, in New York at the United Nations, at 
the Summit Conference in 1955, and at the For- 
eign Ministers conference at Geneva later that 
same year. President Eisenhower and Secretary 
Dulles have both, in recent days, reaffirmed our 
constant readiness to make any conceivable effort 
that might help to reduce world tensions. 

In connection with this question of negotia- 
tions, let me make several points. The first one 
is very important. It is that serious negotiation 
must be conducted in private. The channels 
through which such serious negotiation can be 
conducted have always been open and will always 
remain open to the Soviets. These channels are 
diplomatic—either through our Ambassador in 
Moscow, or the Soviet Ambassador in Washing- 
ton, or under the auspices of the United Nations. 

There is one fairly simple test of Soviet inten- 
tions and seriousness. If the Soviets mean busi- 
ness, they will respect privacy. There have been 
examples of this. One was the negotiation which 
resulted in the lifting of the Berlin blockade in 
1949. Another was the initial stage of the nego- 
tiation which led to the establishment of the Inter- 
national Atomic Energy Agency, which was first 
suggested by President Eisenhower in his speech 
to the General Assembly of the United Nations 
on December 8, 1953. 

There were countless opportunities for the So- 
viets to embark on serious negotiations on the 
control and limitation of armaments during the 6 
months that they and the delegations of Canada, 
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the United Kingdom, France, and the United 
States met in London last year and in all the 
preceding years of negotiation in that same sub- 
committee of the United Nations. I repeat, the 
channels are open. One vital test of good faith 
and seriousness of purpose is whether or not the 
Soviets choose to avail themselves of them. 

The second point which I want to make is one 
of principle. Canada and the United States and 
our other allies do not frame their foreign 
policies lightly, capriciously, or on expediency. 
These foreign policies are designed to assure na- 
tional survival and protect vital interests. They 
also reflect the essential element of what we think 
is right and what is wrong. We want peace, but 
not just the peace of the cemetery or the slave- 
labor camp but peace with justice. In other 
words, there are some things we value more highly 
than peace. There are some things which we will 
fight for, as we have proved three times in the 
last half century. This means that there are 
some things on which we cannot in decency com- 
promise. One of these, of course, is that we will 
not dispose of other peoples as though they were 
pawns in a chess game. 

This means, then, that there are limits to what 
we can agree to in negotiations with the Soviets. 

One further and last point on negotiation. 
What I am about to say bears particularly on the 
Soviet campaign in recent weeks for a meeting 
with the West at the highest level. The Heads 
of Governments cannot be expected to take the 
weeks and months required to work out in detail 
a dependable agreement on any major problem 
in all its complexity. It is a highly risky enter- 
prise to bring the Heads of Governments together 
for a conference before there has been an area of 
agreement carefully negotiated at a lower level. 
In the absence of such successful preparation, the 
Heads of Governments when they meet have only 
two choices. They can agree on a communique 
worded in general terms which would reflect no 
real agreement but leave the dangerously mislead- 
ing impression that a genuine meeting of minds 
had, in fact, occurred. Alternatively, and I think 
equally dangerous, they can meet and then, for 
all the world to see, fail to agree. In the first case 
disillusionment will follow what may be an initial 
fatal relaxation. In the other case the world 
would be shocked and tensions increased, with all 
the risks that would mean. 
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To recapitulate, serious negotiation must be 
conducted in private. The channels have been 
open; they remain open. It is folly, however, to 
think of negotiation as the answer or an end in it- 
self. If the Russians keep on saying “no” on 
every issue which touches our conscience and our 
survival, it is childish and dangerous to think 
that in the end we have no choice but to say “yes” 
in order to reach agreement. Finally, we should 
be wary of high-level meetings in the absence of 
adequate preparation and successful staking out 
of areas of agreement in advance. 


Importance of Cooperative Relations 

I said at the beginning of this speech that I 
was in the role of advocate. I have touched on 
three points of criticism which I have heard 
increasingly since my arrival in Canada, criticism 
of actions or policies of the United States. I have 
done this, I hope, in good temper and, I can assure 
you, solely for the purpose of trying to contribute 
to what I think is the most important aspect of 
my country’s foreign policy. This is the main- 
tenance of friendly, mutually respectful, and co- 
operative relations between our two countries. 

There are two great facts which dominate our 
common existence. There is geography, first. Our 
4,000-mile border locks together the destiny and 
the life of our two countries, and we can do noth- 
ing about it. The greatest threat to our national 
survival is no longer from across the Atlantic or 
across the Pacific. It is not from the south. It 
is over the North Pole and the Arctic. Canada 
and the United States are on the front line facing 
the only power in the world today which, by its 
leaders’ own repeated statements, seeks domina- 
tion of the world. 

The second great fact is the nature of the re- 
gime which controls that center of industrial, 
scientific, and military power, the Soviet Union. 
We can hope—and I have complete faith we can 
rightly believe—that the nature of that regime in 
time will change and that the people of Russia will 
then be able to live, as the people of Canada and 
of the United States want to live, in peace, threat- 
ening and fearing no man. 

But as long as geography locks us together and 
as long as this threat against us endures, our com- 
mon survival, if nothing else, requires that we 
understand each other and work together. If I 
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can contribute in any small way to furthering our 
understanding of each other, I will be serving, I 
think, Canada as well as the United States. 


U.S. and U.K. Research on Controiled 
Thermonuclear Reactions 


STATEMENT BY PRESIDENT EISENHOWER 


White House press release dated January 25 


The simultaneous announcements yesterday by 
Lewis L. Strauss, Chairman of the Atomic Energy 
Commission, and Sir Edwin Plowden, Chairman 
of the Atomic Energy Authority of the United 
Kingdom, is evidence of the continuous work 
going on by scientists of our two countries to har- 
ness the atom for the benefit of mankind. 

The eventual peaceful evolution of the vast 
thermonuclear power of the hydrogen bomb from 
an instrument of war to a service to humanity 
opens up unbelievable vistas for the future. 

This is only a first step, but it does bring within 
the realm of possibility a limitless supply of 
atomic power and energy for all the world for 
many thousands of years to come. 

The people of the United States congratulate 
the American and British scientists for the con- 
tribution they are making toward peaceful uses of 
the atom. All Americans sincerely hope that other 
scientists in other countries will be encouraged by 
their governments to do similar research. 

As these and other scientific experiments con- 
tinue, the adoption of a worldwide atoms-for- 
peace program becomes more inevitable to permit 
all scientists to devote their skills and energies to 
the betterment of mankind—not to its destruction. 


STATEMENT BY LEWIS L. STRAUSS 
CHAIRMAN, U.S. ATOMIC ENERGY COMMISSION 


U. S. Atomic Energy Commission press release dated January 24 

The U.S. Atomic Energy Commission and the 
United Kingdom Atomic Energy Authority today 
(January 24, 1958) are releasing technical reports 
by scientists associated with certain advanced 
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areas of research in the field of controlled thermo- 
nuclear reactions. 

The reports deal with a challenging field of 
research in which work has been under way in 
both our countries for a number of years, inde- 
pendently. Since 1956 the two programs have 
been the subject of close cooperation including 
exchange of results and information as a means 
of more rapidly reaching the goal we both seek. 

Today’s release of the British and U.S. scientific 
reports dealing with the current results of con- 
trolled thermonuclear research was made possible 
under the new Joint Classification Guide recently 
approved by this country and the United King- 
dom. Certain areas in this field must remain 
classified at this time in both countries. 

The scientific papers released today by the 
U.S. Atomic Energy Commission, copies of which 
accompany this statement,’ include: 

1. A letter to the Editor to appear in the Jan- 
uary 24 issue of Nature, British scientific period- 
ical, from Prof. Lyman Spitzer, Jr., director of 
the Commission’s controlled thermonuclear work 
at Princeton University. 

2. Four letters to the Editor of Nature, also ap- 
pearing in the January 24 issue, from the group 
headed by Dr. J. L. Tuck at the Commission’s Los 
Alamos Scientific Laboratory. 

3. A letter to the Editor of the Physical Review, 
U.S. scientific publication, from the group headed 
by Dr. Chester van Atta at the Commission’s Uni- 
versity of California Radiation Laboratory at 
Livermore. 

4. A summary of the above scientific papers 
by the Commission’s Controlled Thermonuclear 
Branch, whose chief is Dr. Arthur E. Ruark. 

5. Copies of two British papers which also are 
appearing in the January 24 issue of Nature, and 
a& press announcement by the U.K. Atomic 
Energy Authority summarizing the British 
papers. 

Photographs of some of the apparatus used in 
the current U.S. research on controlled thermonu- 
clear reactions—particularly the “pinch” ma- 
chines at Los Alamos—are available to news 
media. 

Although experimental research in controlled 
thermonuclear reactions was begun in laboratories 
of the U.S. Atomic Energy Commission as long 
ago as 1951, work was conducted on a very limited 
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seale until after 1953. About 20 scientists and 
engineers were so engaged in 1953. Today, more 
than 500 persons staff the Commission’s Sherwood 
program, as this research enterprise is known in 
the United States. These include about 250 sci- 
entists and engineers. 

Funds devoted to U.S. research on controlled 
fusion have increased markedly each year since 
1953. In 1954 expenditures were more than twice 
those of the preceding year. They were nearly 
tripled in 1955 and in the current fiscal year we 
are spending about 30 times the amount spent 
in 1953. 

The major portion of our research is carried 
on in five laboratories. They are the Commis- 
sion’s Los Alamos Scientific Laboratory, where 
the work is under general supervision of Dr. 
Norris E. Bradbury, Director of the Laboratory ; 
the Commission’s University of California Radia- 
tion Laboratory at Livermore, where Dr. Herbert 
York is in general charge; at Princeton Univer- 
sity’s Forrestal Research Center, under Prof. 
Henry D. Smyth; the Commission’s Oak Ridge 
National Laboratory, whose director is Dr. Alvin 
Weinberg, and New York University’s Institute 
of Mathematical Science, whose director is Prof. 
Richard Courant. 

Supporting research is being carried on by sev- 
eral other organizations, both academic and in- 
dustrial, and American industry is kept abreast 
of the work through AEC access permits. 

After the U.S.-U.K. decision to declassify re- 
sults of work on controlled thermonuclear reac- 
tions (except for certain areas) and following 
necessary concurrence of the two countries on a 
revision of the Joint Classification Guide to ac- 
complish this, conferences began with a view to 
releasing the newly-declassified information as 
early as possible in 1958. It was agreed that Jan- 
uary 24, 1958, was the most convenient date. 

Assertions that U.S. pressure was used to per- 
suade the U.K. authorities to suppress publica- 
tion of the results of their research are contrary 
to the fact and have been refuted by Sir Edwin 
Plowden, Chairman of the United Kingdom 
Atomic Energy Authority, and by me. 

Furthermore, certain comparative observations 
which have been published in recent weeks about 
British and U.S. progress in this field will be 
seen from today’s British and U.S. papers to have 
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been not only misleading but lacking in any 
foundation of fact. 

Today’s announcements make it clear that fruit- 
ful and promising results have been achieved in 
the laboratories of both countries but we should 
not expect early harnessing of fusion for the 
the production of power. In the field of fusion, 
we are not yet at a point comparable to December 
2, 1942, when the first self-sustaining fission re- 
action was obtained. 

Our research efforts and those of the United 
Kingdom are at a point where it occurs, period- 
ically, that first one laboratory and then another 
will make a useful and illuminating advance. 
This has happened in the past, and no doubt will 
occur in the future, as our two countries pursue 
their studies. 

As I stated on December 18, and as is borne out 
in the scientific papers released today, both we 
and the British have succeeded in producing and 
maintaining quite high temperatures in a plasma 
of light nuclei, and the containment of such a 
plasma for brief but nevertheless appreciable 
lengths of time. But today’s reports make it clear 
that much longer containment must be obtained 
and much higher temperatures reached. 

Two main conditions are necessary for the at- 
tainment of power producing thermonuclear re- 
actions. First, heavy hydrogen must be brought 
to a temperature of at least 100-million degrees 
centigrade. Secondly, the atomic nuclei in this 
hot gas must be held together for an appreciable 
time. 

When the temperature reaches several million 
degrees centigrade—a result reached in both U.S. 
and British laboratories—neutrons are emitted in 
quantity. However, at such a temperature far be- 
low 100-million degrees it is a delicate and diffi- 
cult matter to distinguish the neutrons produced 
by fusion and those arising from other processes 
which are not of particular interest for controlled 
thermonuclear reactions. Today’s reports suggest 
the achievement of neutrons from thermonuclear 
reactions, but their mode of origin must be posi- 
tively established. This can be done only by 
experiments as I have previously noted. Such 
experiments are continuing in both the U.S. and 
the U.K. 

The progress achieved by scientists and engi- 
neers associated with the Commission’s Sherwood 
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program is promising and encouraging and 
today’s reports strengthen confidence which I 
have had for many years that the difficulties in 
the way of controlled fusion will eventually be 
overcome. As will be seen from Dr. Ruark’s 
analysis of the newly-released technical reports, 
certain discoveries are narrowing our approach to 
the major problems involved. 

We are making important progress but the 
problems are formidable and it will be a matter 
of years before we will be able to build and oper- 
ate commercial reactors utilizing the deuterium of 
the oceans, thus to produce electrical power and 
provide a source of energy sufficient for man’s 
expanding needs for ages to come. 

It appears that years of intensive work will 
probably be required to develop a laboratory ther- 
monuclear device which would yield more energy 
than it consumes. And after that, it will require 
more years to develop a full-scale power pro- 
ducer. Therefore, the controlled thermonuclear 
program will not interfere with the current de- 
velopment and construction of reactors to produce 
electricity from nuclear fission. 

However, the results of our research in the fu- 
sion process are sufficiently encouraging and the 
ultimate rewards are so great as to justify the 
necessary expenditures of money, time and talent. 

The Commission is proud of the work of the 
scientists and engineers in its Sherwood program. 
We congratulate the United Kingdom Atomic 
Energy Authority and its scientists and engineers 
for the notable advances which they have made. 
We are happy with the cooperation which we 
have established with our British friends in this 
field of science and we confidently expect it to 
expand the frontiers of knowledge. 


Quota Terminated on Imports 
of Short Harsh Cotton 


White House press release dated January 29 


WHITE HOUSE ANNOUNCEMENT 


The President on January 28 accepted the 
unanimous recommendation of the United States 
Tariff Commission and issued a proclamation ter- 
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minating the quota on imports of “short harsh 
cotton.” 

Imports of harsh or rough cotton having a 
staple of less than three-quarters of one inch in 
length were limited by an annual quota of 70 
million pounds which was proclaimed in 1947 
under section 22 of the Agricultural Adjustment 
Act, as amended. On August 23, 1957, the Tariff 
Commission instituted a supplemental investiga- 
tion, found that the circumstances requiring that 
quota have ceased to exist, and reported its find- 
ing and recommendation to the President on 
December 23, 1957.1 


PROCLAMATION 3220? 


TERMINATING THE QUOTA IN IMPORTS 
OF SHORT HARSH OR ROUGH COTTON 


WHEREAS On February 1, 1947, the President issued 
Proclamation No. 2715 (3 CFR, 1943-1948 Comp., p. 102) 
under the authority of section 22 of the Agricultural 
Adjustment Act, as amended (7 U. S. C. 624), limiting the 
quantity of harsh or rough cotton having a staple of 
less than three-fourths of one inch in length which 
might be entered, or withdrawn from warehouse, for 
consumption in any year commencing September 20 in 
1946 and in subsequent years; and 

WueEREAS subsection (d) of the said section 22 provides 
that after investigation, report, finding, and declaration 
in the manner provided in the case of a proclamation 
issued pursuant to subsection (b) of the said section 22, 
any proclamation or provision thereof may be terminated 
by the President whenever he finds and proclaims that 
the circumstances requiring the proclamation or pro- 
vision thereof no longer exist ; and 

WHEREAS the United States Tariff Commission has 
made a supplemental investigation under the provisions 
of subsection (d) of the said section 22 and has re- 
ported to me its findings and recommendations made in 
connection therewith ; and 

WHEREAS, On the basis of such supplemental investiga- 
tion and report of findings and recommendations of the 
said Tariff Commission made in connection therewith, I 
find that the circumstances requiring the quota estab- 
lished for the said harsh or rough cotton by the said Proc- 
lamation No. 2715 of February 1, 1947, no longer exist: 

NOwW, THEREFORE, I, Dwicut D. EISENHOWER, President 
of the United States of America, under the authority 
vested in me by the said section 22 of the Agricultural 
Adjustment Act, as amended, do hereby proclaim that 
the provisions of the said Proclamation No. 2715 of 


*Copies of the Commission’s report may be obtained 
from the U.S. Tariff Commission, Washington 25, D. C. 


723 Fed. Reg. 635. 
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February 1, 1947, establishing an import quota on harsh 
or rough cotton having a staple of less than three- 
fourths of one inch in length are hereby terminated, 
effective immediately : Provided, however, that the modifi- 
cation made by the said proclamation of Proclamation 
No. 2351 of September 5, 1939, by deleting therefrom, 
wherever they appeared therein, the words “and chiefly 
used in the manufacture of blankets and blanketing” 
shall continue in full force and effect. 

IN WITNESS WHEREOF, I have hereunto set my hand and 
caused the Seal of the United States of America to be 
affixed. 


Done at the City of Washington this twenty-eighth 
day of ‘January in the year of our Lord nineteen 
{[sEAL] hundred.and fifty-eight, and of the Independence 
of the United States of America the cne hundred 

and eighty-second. 


By the President: 
CHRISTIAN A. HERTER 
Acting Secretary of State 


International Aid for Underdeveloped Areas 


by Walter M. Kotschnig 
Director, Office of International Economic and Social Affairs * 


The struggle presently going on in the Middle 
East, while it has characteristics of its own, re- 
veals and reflects forces which are reshaping the 
entire world in our time and generation. 

There is, first of all, the seemingly irresistible 
force of nationalism, the relentless drive for self- 
determination and independence. It has proved 
a successful drive. More than 800 million people 
have found national independence in the last 40 
years, and most of them since the end of the Sec- 
ond World War. As Americans we hail such 
independence, and we rejoice that, thanks to 
the wisdom of all the parties concerned, such inde- 
pendence, particularly in Asia, has been gained 
with a minimum of force and bloodshed. 

At the same time, it is paradoxical to find a 
continuous splintering of national sovereignties 
into smaller and smaller units in a period of grow- 
ing interdependence among the nations of the 
world. The growing political differentiation is 
evident, but it is by no means clear how this 
differentiation and breaking up into small sov- 
ereign units will be counterbalanced by moves 
toward greater integration, particularly in the 
economic field. Mutually beneficial economic aid 
is a recognition of the need and a step toward 
such integration. 


* Address made before the Middle East Institute at 
Washington, D.C., on Jan. 31. 
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Next in strength to nationalism is the drive for 
economic development and higher levels of liv- 
ing—the famous “revolution of rising expecta- 
tions” of which we have heard so much in recent 
years. It is a revolution born of the poverty and 
misery of the masses representing two-thirds of 
the population of the world and their realization 
that in this scientific age they need not be poor 
and miserable. A recent U.N. report shows that 
the gross national product per head was less 
than $100 in 388 underdeveloped countries and 
territories with a total population of 1,360,000,000 
people. This list includes such countries as Iran, 
Jordan, and Yemen in the Middle East, as well 
as India and Pakistan and the Chinese mainland. 
The national product was less than $200 per head 
in another 27 countries and territories with a total 
population of 140 million. This includes Egypt, 
Libya, Sudan, and Syria. These figures contrast 
with an annual national product per head of ap- 
proximately $1,000 in Western Europe, $1,900 in 
Canada, and $2,500 in the United States. These 
are striking figures even if they are not fully com- 
parable due to different methods of computation 
used by the several countries. 

The surge for improved levels of living is so 
strong that no government in these less developed 
countries could survive for long except by force 
and suppression or by a promise of better life 
for its people and some tangible evidence that 
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these promises are not hollow. This explains, 
among other things, why most of the economic 
debates in the United Nations have centered on 
the less developed countries and why most of 
the operational programs of the United Nations 
are focused on the underdeveloped parts of the 
world. 


United States Aid 


It can be stated without fear of contradiction 
that the United States was the first of all the na- 
tions of the world to respond to the economic 
needs of the less developed countries and their 
desire for betterment. Following the great effort 
we made through the Marshall plan to help 
Europe in the reconstruction of her cities and 
economies—an effort without which large parts 
of Europe would be under Communist sway 
today—we stepped up our aid to the less de- 
veloped countries. We did so because it is in the 
American tradition to help the less fortunate, and 
we can be proud of that. We did it also because 
we felt that it was in the interest of our own eco- 
nomic growth to create new markets for our 
products, agricultural and industrial, and to se- 
cure our access to essential raw materials we need 
from the less developed countries. Finally, we 
did it because we have a great and genuine na- 


tional concern with the ability of these countries 
to develop their economies through orderly demo- 
cratic means in the face of urgent pressures from 
within and the enticements of totalitarianism as 
an instrument of rapid, if ruthless, progress. The 
choice lies between peaceful evolution and democ- 
racy, on the one hand, and revolution and totali- 


tarianism on the other. To be specific, and 
without mincing words, it lies between a grow- 
ingly Communist world in which we would be 
more and more isolated and encircled and a world 
of the free. By a world of the free I mean a 
world which, not necessarily out of friendship 
or gratitude to us but in order to develop and 
preserve their own democratic institutions and 
well-being, would be willing and strong enough 
to stand up against aggression and subversion. 
Our aid has been massive. Considering the 
many forms it takes—military aid, forces support, 
defense support, assistance in relief and recon- 
struction, aid for economic development includ- 
ing technical assistance, aid under Public Law 480 
on surplus disposal, ete.—it is difficult to arrive 
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at exact figures. The best available data indicate 
that during the last 3 years we have given eco- 
nomic aid of various types to the less developed 
countries of Asia, Africa, and Latin America to 
the tune of $4.4 billion. Over half a billion dol- 
lars of that economic aid went to the countries of 
the Middle East. Even more striking is the range 
of our aid. We have extended, during these re- 
cent years, bilateral economic assistance to 65 of 
the less developed countries and territories in all 
parts of the world, including countries whose 
political views and economic philosophies we do 
not necessarily share or expect to mold in 
our own image. Much of the aid was in the 
form of grants. We believe in balanced eco- 
nomic development as essential to the political 
and economic viability and strength of the recip- 
ient countries and hence have given as much 
attention to agriculture, health, and education as 
we have given to industrialization. These forms 
of aid do not lend themselves to headlines and 
appear humdrum more often than dramatic. Ne- 
gotiations of programs have at times been unduly 
protracted and cumbersome and may in some 
cases have reduced the impact of our aid upon the 
public opinion of the recipient countries. How- 
ever, taking the long-range view, we are helping 
signally to lay the foundations for sound eco- 
nomic and social progress. Only the ignorant, 
demagogues, and rabble rousers in the underde- 
veloped countries would quarrel with this 
statement. 


The Soviet Challenge 

During the last 3 to 4 years the European 
Communist bloc, and to a lesser degree the Com- 
munist rulers of the Chinese mainland, have 
moved into the foreign aid field? Their foreign 
aid programs are both a testimony to the effective- 
ness of our own aid programs and those of other 
free-world countries and a challenge to every- 
thing these free-world aid programs stand for. 
What are the characteristics of Soviet-bloc aid 
about which we, and even more the less developed 
countries, need to be concerned ? 

First, no less than 95 percent of Soviet-bloc aid 
to underdeveloped countries totaling $1.9 billion 
over the last 3 years (including more than $400 


*For a summary of the Soviet economic offensive, see 
BULLETIN of Jan. 27, 1958, p. 144. 


305 





million in military aid) has been concentrated on 
six key countries—Yugoslavia, Afghanistan, 
India, Indonesia, Egypt, and Syria—compared to 
the 65 countries we have aided during the same 
period. Other beneficiaries of Sino-Soviet help 
have been Cambodia, Ceylon, Nepal, and Yemen. 
Soviet aid is evidently aimed at maximum impact 
in highly sensitive political areas. Such broadside 
offers of aid to the Afro-Asian countries as those 
made by Soviet spokesmen at the recent Afro- 
Asian Solidarity Conference in Cairo are obvi- 
ously designed for propaganda effect. They also 
serve to embarrass governments in the region and 
might lead to the discovery of political soft spots 
which the Soviets could exploit. 

Second, the aid agreements generally provide 
for purchases of goods and the provision of servi- 
ces (including experts and scholarships) exclu- 
sively from Soviet-bloc countries, thus creating 
a dependence on Soviet-bloc resources. Our aid 
programs are not similarly limited. 

Third, most of the aid is offered in the form of 
low-interest loans with the interest rate ordinarily 
set at 2.5 percent and repayment over a period of 
12 years or more. These are attractive terms at 
first sight. Equally attractive is the provision 


that at least partial repayment can be made in 


commodities. The joker in these arrangements 
is that they put a premium on bilateralism as the 
most desirable form of international economic re- 
lations, which is also the keynote of the Soviet 
trade-promotion campaign with its barter deals. 
These are policies destructive of multilateral ex- 
changes which would assure the underdeveloped 
countries a large measure of freedom in their eco- 
nomic relations and Jessen any dependence on the 
politically inspired economies of the Communist 
bloc. 

Fourth, the projects financed by the bloc are 
clearly selected for psychological impact on the 
recipient countries, by a steel mill here or a few 
miles of paved city roads there, or a big sports 
stadium, complete with showers and restaurants, 
elsewhere. The bloc is evidently more interested 
in building monuments to itself than in a rational 
economic development of the countries in need. 
The bloe gives no evidence of requiring economic 
justification for the projects involved, and no 
attention is given to the need for balanced eco- 
nomic development. The emphasis is on in- 
dustrialization with little or no attention given 
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to agriculture, health, or the development of social 
services. 

Fifth, Soviet aid is offered exclusively in support 
of state and collective enterprises coupled with 
virulent propaganda against any form of private 
enterprise. The United States, while, of course, 
strongly urging the advantages of private enter- 
prise and investment, has extended help both in 
the public and private sector. 

The conclusion to be drawn from all this is 
inescapable. Soviet-bloc aid is clearly an instru- 
ment of expansionist designs, an attempt to make 
recipients in strategic areas economically depend- 
ent upon the Soviet Union and Communist China 
and to have them accept Communist types of eco- 
nomic organization completely under the dictate 
of the state. This, they hope, will eventually lead 
to Communist control, not only economic but also 
political. 

Given these intentions it is not surprising that 
the Soviet Union has shown little interest in 
effectively cooperating with United Nations efforts 
to assist the less developed countries. Where they 
have done so, they have tried to subvert even these 
United Nations efforts to their own Communist- 
imperialist ends. 

In March of 1957 the Secretary-General invited 
contributing countries to furnish data on bilateral 
and multilateral economic assistance provided by 
them during the 3 previous years. The data fur- 
nished by 18 countries, including almost all of the 
major contributing countries, formed the basis for 
a U.N. report on the financing of economic devel- 
opment which was published last September.’ It 
reveals that the overall figure of aid, bilateral and 
multilateral, extended to less developed countries 
with a total population of over 1.1 billion was on 
the order of $5.8 billion for the period from July 
1953 to June 1956. There is one striking omission 
in this report. It does not contain any Soviet fig- 
ures. The Soviet Union failed to furnish them. 
This failure evidences the basic contempt of the 
U.S.S.R. for a cooperative approach to the devel- 
opment problems of the less advanced countries. 
This contempt is of long standing. When the 
charter of the United Nations was drafted, the So- 
viet Union yielded only reluctantly to our demand 
that there be included in the objectives of the U.N. 
the betterment of economic and social conditions 


* U.N. doc. E/3047 dated Sept. 24. 
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Throughout the Stalin years it was Soviet policy 
to boycott and undermine the work of the major 
U.N. specialized agencies. The Soviets never did 
join the International Bank or the Monetary 
Fund or the FAO. 

Although the pattern changed in 1954, when the 
Soviets joined or rejoined three of the specialized 
agencies (UNESCO, ILO, and WHO), Soviet 
policy has continued to be one of words rather 
than deeds—a shedding of crocodile tears for the 
problems of peoples struggling for economic 
realization and a virtual refusal to participate in 
constructive assistance through the U.N. and the 
specialized agencies. For example, the Soviet 
Union did not join in the U.N. Expanded Techni- 
cal Assistance Program until 1953 and has since 
been contributing the paltry sum of $1 million a 
year compared with approximately $15 million a 
year from the United States. Even that $1 million 
a year was given by the U.S.S.R. in nonconverti- 
ble rubles in an attempt again to force the under- 
developed countries to spend this contribution 
only on Soviet-bloc experts, Soviet supplies, 
Soviet fellowships, and other Soviet-sponsored 
training facilities. 


Multilateral Programs 

Fortunately the Soviets and their satellites are 
alone in their attempts to abuse and twist to their 
own ends the multilateral programs of the U.N. 
The United States has been one of the most stead- 
fast supporters of these programs since their in- 
ception in spite of occasional doubts voiced here 
and there about the wisdom of rendering our aid 
through international organizations rather than 
bilaterally. I shall not go into the details of this 
controversy, which has been pretty well solved by 
the recognition that we need both bilateral and 
multilateral programs to be fully effective. 
Through our bilateral aid, for which Congress has 
provided substantial resources, we are able to sup- 
port a great many major projects requiring sub- 
stantial funds and a larger volume of supplies and 
equipment, and the aid rendered is clearly identi- 
fied as American aid. 

Multilateral aid means savings to our budget, 
for the cost of aid programs is shared by other 
countries. Eighty countries share the cost of the 
United Nations Expanded Program of Technical 
Assistance with us. Sixty-four countries partici- 
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pate in financing economic development through 
the International Bank. 

Furthermore, our resources of experts and 
technicians are not inexhaustible and have of late 
been seriously strained. Through multilateral 
programs it has become possible to mobilize the 
skills of a large number of countries in the inter- 
est of the less developed regions. In a good many 
cases, experts from countries less developed than 
our own have proved signally successful for the 
simple reason that their own experience and 
simpler techniques give them at times a better 
understanding of the needs and possibilities of the 
countries they are called upon to assist. Thus, 
under the technical assistance programs of the 
United Nations and the specialized agencies, such 
countries as India, Mexico, and Turkey are not 
only recipients of aid, but an ever increasing num- 
ber of experts from these countries are operating 
in other underdeveloped areas. All this makes for 
a truly cooperative international effort; it devel- 
ops habits of self-reliance, of living and working 
together, which cannot but carry over into the 
political field and enhance the chances of a peace- 
ful evolution of international relations. 

Finally, and particularly important in view of 
the present Soviet economic offensive, multilateral 


aid by definition requires the acceptance of certain 
ground rules by all participants which run counter 
to Soviet intentions and practice. The nonobser- 
vance of such ground rules by the Soviet Union 
and its friends better than anything else shows 


up their imperialist, subversive designs. In one 
word, our wholehearted support of multilateral 
aid programs contributes to our ultimate objective 
of a peaceful and free world. 

United Nations aid activities fall into three 
categories, distinct but interrelated. First, there 
are voluntary programs for special purposes such 
as Korean reconstruction and Palestine refugees. 
Second, there are technical assistance activities 
carried out by the United Nations and seven 
specialized agencies under the coordinating mech- 
anism of the United Nations Expanded Techni- 
val Assistance Program. Lastly, there are the 
programs of financing economic development 
varried out by the International Bank and the 
International Finance Corporation. These three 
components are interrelated, in that they all con- 
tribute to the raising of living standards, but are 
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distinct as far as their organization and immediate 
objectives are concerned. 

Among the voluntary United Nations programs 
for special purposes, clearly the one of greatest 
significance to the Middle East is the United 
Nations Relief and Works Agency for Palestine 
Refugees in the Near East. The Agency’s pro- 
grams are in two fields: relief and rehabilitation. 
It provides food and medical care for more than 
900,000 Arab refugees in the Gaza Strip, Jordan, 
Lebanon, and Syria; it provides shelter for about 
360,000 of these refugees and schools for about 
170,000 refugee children. The primary respon- 
sibility for working out a final solution to the 
problem of the Palestine refugees rests with 
Israel and the Arab States. But a solution can 
be achieved only in the context of the overall 
economic development of the region. That is one 
of the reasons why the free world has a special 
interest in economic aid to the Middle East. And 
that is also why, as a holding action and pending 
such development, the United States has been will- 
ing to contribute close to 70 percent of the total 
contributions made to the Agency by all govern- 
ments. Our contributions now total over $177 mil- 
lion out of a total of $265 million contributed by 
free-world governments. 

The United Nations Children’s Fund 
(UNICEF) supplements in the Middle East the 
work of the Palestine refugee agency and, beyond 
that, has built up maternal and child welfare 
centers throughout the region and contributed 
greatly to disease control programs. Since 1947 
close to $30 million has been allocated by 
UNICEF for projects of this type in the Eastern 
Mediterranean area. 


Technical Assistance Through the United Nations 


More directly related to economic development 
are the technical assistance programs of the United 
Nations and the specialized agencies and in partic- 
ular the Expanded Program of Technical Assist- 
ance (ETAP). Although the various specialized 
agencies were separately carrying on rather small 
programs of technical assistance before 1949, it 
became evident at that time that the funds avail- 
able for this purpose were inadequate to meet the 
mounting demands from the less developed coun- 
tries for this essential aspect of the process of 
economic development. Therefore, in 1949 the 
United States proposed in the Economic and 
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Social Council of the United Nations the estab- 
lishment of an Expanded Program of Technical 
Assistance based on voluntary contributions and 
in which the United Nations and the major special- 
ized agencies would participate to achieve a close 
coordination of their activities as well as a max- 
imum impact upon the problems of the less devel- 
oped countries. This proposal was welcomed 
enthusiastically by developed countries and less 
developed countries alike. 

Since the institution of this program in 1949, 
it has grown steadily in the number of countries 
and territories making contributions and in the 
total amount of contributions. In 1957, some 80 
countries contributed to the Expanded Program, 
as contrasted with 54 in 1950-51, which was the 
first year of actual operation of this program. 
Total pledges have risen from about $20 million in 
1950-51 to almost $31 million in 1957. A striking 
feature is the immense geographical scope, both 
of the program’s support and of its operations. 
In the first 6 years, 131 countries and territories 
were assisted by the granting of fellowships and 
the fellows were trained in 114 different host coun- 
tries. In this same period, experts were sent to 
over 91 countries and territories; they were re- 
cruited from 80 different countries and territories. 

As the initiator of the Expanded Program, and 
consistently with its overall policy of assistance 
to less developed countries, the United States has 
taken the leading part in support of the program. 
The United States has been the major contributor, 
our pledges for the years 1950-57 totaling almost 
$95 million out of the total from all countries of 
$173 million. However, the truly multilateral 
nature of this program is evidenced by the fact 
that several states, such as Denmark, Canada, 
Norway, Sweden, and the Netherlands, are con- 
tributing more per capita than does the United 
States. 


Projects in the Middle East 

Specifically, what has the Expanded Program 
meant to the countries of the Middle East? In 
financial terms the project costs of the Expanded 
Program are expected to total about $154 million 
from the program’s initiation through the cal- 
endar year 1958. Of this amount, over $32 million 
has been allocated to Middle Eastern countries, 
which is equivalent to almost 21 percent of the 
total. But more important as an index of the 
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program’s impact are the numbers of experts sent 
out under the program and the fellowships 
granted. In 5 years of the Expanded Program’s 
operations in the Middle East, 2,166 experts were 
provided for those countries and 1,709 fellow- 
ships were awarded. These experts and these 
fellows covered virtually every conceivable field 
of specialization with the proviso only that the 
assistance contribute to the economic development 
of the requesting country. Here again, I should 
like to revert to my statement that countries under 
the United Nations system both give and receive 
aid. This, as I have said, contributes to a mutual 
understanding of common problems, to a feeling 
of self-reliance and respect, and ultimately to in- 
ternational understanding, which is the essential 
element of peace. In 1956, of the total interna- 
tional team of 2,505 experts sent out under the 
auspices of the Expanded Program, 515 were serv- 
ing in the Middle East. The ability of Middle 
Eastern countries themselves to provide experts 
with skills needed in economic development pro- 
grams is revealed iu the figure of 97 experts com- 
ing from the Middle East to serve under the Ex- 
panded Program. 

In more concrete terms still, what are a few of 
the things that the agencies engaged in the United 
Nations programs of technical assistance have 


accomplished that benefited the economic devel- 
opment programs of Middle Eastern countries ? 
In Jordan, a single port-construction expert 
sent out by the United Nations Technical Assist- 
ance Administration advised the Jordan Govern- 
ment on the commercial development of the Port 


of Aqaba opening to the Red Sea. This expert 
brought about the organization of the Aqaba Port 
Authority and promoted the building up and 
equipping of the port to handle an increased 
cargo traffic. In only 2 years, largely as a result 
of his efforts, port traffic had doubled, the num- 
ber of regular steamship lines calling at Aqaba 
had increased from 1 to 3, and the port budget 
was balanced with revenues derived from the 
introduction of a judicious scale of port dues. 

In Iraq, UNESCO was asked to assist in estab- 
lishing a faculty of science within the University 
College at Baghdad. When UNESCO com- 
pleted its work, the experts had left behind them 
a faculty of science with well-equipped labora- 
tories and curricula leading at least to the bache- 
lor of science degree. Teaching had become more 
concrete and practical, and great impetus had 
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been given to scientific studies in Iraq. 

Turning to Iran, one of the immediate tasks of 
the Expanded Program has been the creation of 
air communications within the country and be- 
tween Iran and neighboring lands. To aid in 
this job, the International Civil Aviation Organi- 
zation has had a large civil-aviation training 
program. In 1951 its first experts started work. 
By 1956, 455 students had been enrolled in the 
aviation training school staffed by those experts, 
in which courses are given in all the essential 
aspects of civil aviation. 

In the important field of community develop- 
ment, Egypt has been the host country of a highly 
successful regional training center to which come 
trainees from all the Arab countries: the Arab 
States Fundamental Education Center. Five 
United Nations agencies are cooperating in this 
center, which was established in January 1953. 
The training is in down-to-earth, practical tech- 
niques of raising economic and social standards 
through education. 

One of the most significant examples of success- 
ful international cooperation under United Na- 
tions auspices is the locust control campaign in the 
Middle East. The need for an international 
approach had long been realized when the Food 
and Agriculture Organization initiated in 1951 its 
interregional desert-locust control project, which 
was greatly intensified in 1953 under the Ex- 
panded Technical Assistance Program. The mi- 
gratory nature of this insect, which ranges across 
North Africa and the entire Middle East and as 
far as India and Pakistan, makes the efforts of 
individual nations quite ineffective at times. 
However, the work of some 20 countries, includ- 
ing those assisted by the U.S. bilateral program, 
coordinated by the Food and Agriculture Organi- 
zation, has been so successful during the past 5 
years that practically no loss of food crops from 
locust activity has occurred. One of the most 
important aspects of this project is the way it is 
helping Middle Eastern countries to develop their 
own organizations so that the national govern- 
ments are becoming self-sufficient and competent 
to wage successful control operations in concert. 
Also, long-term research in the whole field of 
insect control has been stimulated in the individual 
countries. 

While these are but a few examples of what 
technical assistance has meant to the Middle East- 
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ern countries, they are examples which could be 
multiplied many fold by the peoples in these 
countries. 


New “Special Fund”’ 


The important contribution which the Ex- 
panded Program has been making to the economic 
development of countries all over the world has 
been almost universally recognized. There has 
also been a realization that the growing needs for 
multilateral technical assistance far outweigh the 
program’s financial resources. A study made by 
the United Nations in 1956 emphasized the in- 
ability of the program’s administrators to meet 
urgent requests for assistance and looked forward 
to an increase in the program from $30 million 
to $50 million a year, which would make it pos- 
sible to meet a considerable part of what was asked 
of the administrators. Even then, however, the 
program would not have the means to make full 
impact on the problems of economic development 
which experience has shown to be possible. 

It was in this context that, at the last General 
Assembly, the United States proposed the enlarge- 
ment of the Expanded Program and the establish- 
ment of a Special Projects Fund with a view to in- 
creasing the total resources up to $100 million.* 
Not only would this make it possible to meet ur- 
gent needs for assistance of the type presently 
extended, but the Special Projects Fund would 
make possible a deepening of the nature of that 
assistance: the financing of such projects of basic 
importance to successful economic growth as sys- 
tematic surveys of natural resources, industrial 
and agricultural research projects, and the equip- 
ping and staffing of regional technological insti- 
tutes. 

On December 14, 1957, the United Nations Gen- 
eral Assembly unanimously adopted a resolution 
embodying this important advance in multilateral 
aid. The Soviet bloc made it clear in a series of 
explanations of vote that they had voted for the 
resolution only because the underdeveloped coun- 
tries had voted for it. The Soviets considered 
that the resolution was simply an attempt on the 
part of the U.S. to sidestep the problem of inter- 
national financing of economic development and 
to deprive the less developed countries of needed 
capital investment. 


* BULLETIN of Jan. 13, 1958, p. 57. 
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Financing of Economic Development 


The Soviet Union, of course, as pointed out 
earlier, is not a member of the International Bank 
for Reconstruction and Development, which is 
the major international institution providing 
capital for the financing of economic develop- 
ment. The bank’s first loans were predominantly 
directed to aiding the reconstruction of war-dev- 
astated European countries, but the emphasis has 
shifted to the development side of its title. Bank 
loans granted to September 30, 1957, have totaled 
$3,239 million. An economically less developed 
country, India, is the bank’s largest single benefi- 
ciary, having received loans totaling $323.9 mil- 
lion, and three Middle Eastern countries have re- 
ceived loans of $108 million: Iran, $75.0 million ; 
Iraq, $6.3 million; and Lebanon, $27.0 million. 

While the International Bank will lend only 
upon a government guaranty and makes loans 
for a broad range of economic development pur- 
poses, its affiliate, the International Finance Cor- 
poration, provides investment in enterprises 
which are predominantly industrial. With a 
capitalization of $100 million, the International 
Finance Corporation is specifically interested only 
in investment which will encourage productive 
private enterprise. In this connection, I want to 
stress our hope that the Special Fund which the 
United Nations has just established will play 
a significant role in facilitating new capital in- 
vestment in the less developed countries and that 
private capital will be encouraged to move into 
these countries in greater volume. We hope that 
the Special Fund will be able to help create con- 
ditions which will make such private investment 
an even more important source of the capital 
which the less developed countries need if we are 
to meet the Soviet challenge and if their develop- 
ment is to continue along free and democratic 
lines. 


A Forward Look 


Let me add a few words about things to come. 
There is general agreement among the less de- 
veloped countries that the multilateral aid pro- 
grams which I have sketched out are making a 
substantial contribution to their economic develop- 
ment. At the same time, they are clamoring for 
additional investment capital, particularly to 
strengthen their economic infrastructure, such as 
the building of roads and other transportation 
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facilities, large-scale improvement in irrigation 
and flood-control schemes, educational and health 
facilities. Some of the necessary capital is pro- 
vided through bilateral aid and through the Inter- 
national Bank, but the range of loans by the 
International Bank and other lending institutions 
is limited by the fact that many of these infra- 
structure projects are not bankable. 

Thus, we can anticipate continuing pressure for 
the establishment, under U.N. auspices, of some 
such international development fund as SUNFED 
(Special U.N. Fund for Economic Development), 
which would derive its capital from voluntary 
contributions by governments. The U.S. position 
on this subject is clear. Such a fund would require 
resources of at least $400 million to $500 million 
a year to make a real difference. It is quite evident 
that, as long as the world is saddled with the 
present heavy expenditure for armaments, funds 
of such magnitude are nowhere in sight. The 
establishment of such an international develop- 
ment fund consequently depends on the achieve- 
ment of a substantial measure of disarmament, 
and, here again, the Soviets are the chief stumbling 
block. The President himself has made it clear 
that, when such disarmament is achieved, we shall 
be perfectly willing to consider participation in 
such a fund. 

In the meanwhile, other measures may have to 
be taken to assist the economic development in such 
an important and highly sensitive area as the Mid- 
dle East. There is no dearth of plans advanced 
by governments inside and outside the region, by 
nongovernmental organizations, and others. They 
range from proposals for stepped-up bilateral aid 
to the establishment of a special Middle East de- 
velopment fund, either in the form of an Arab 
institution, which might obtain additional funds 
from outside sources both governmental and pri- 
vate, or in the form of a free-world fund designed 
to finance development projects in the region. The 
setting up of consultative arrangements among 
potential contributors and recipients along the 
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lines of the Colombo Plan, which operates in Asia, 
has also been suggested. Proposals for a combina- 
tion of several of these plans may be advanced. It 
would obviously be premature and improper for 
me to discuss any of these suggestions coming from 
so many different sources. I mention them only 
to indicate that the solution of the economic prob- 
lem of the Middle East, which is essential to a 
solution of its political problems, will require a 
great deal of further thought and study. 

It is encouraging that such an important, well- 
informed group as is assembled here in this Middle 
East Institute is bending its energies to the dis- 
covery of how best to solve the problems of the 
Middle East, including our share in them. I am 
sure we are all agreed that the peaceful develop- 
ment in greater freedom of the Middle East is 
essential not only to the countries concerned but 
to the peace and freedom of the whole world, 


Anniversary of the Independence 
of Ceylon 
Press release 47 dated February 4 


On the occasion of the 10th anniversary of the 
independence of Ceylon, which that country is 


celebrating on February 4, 1958, the Secretary of 
State has addressed the following letter to Prime 
Minister Bandaranaike of Ceylon. 


Dear Mr. Prue Minister: It gives me great 
pleasure to extend greetings and best wishes on 
the tenth anniversary of Ceylon’s independence. 

During the past ten years, the United States 
has maintained cordial relations with independent 
Ceylon. Iam confident that the coming years will 
strengthen these bonds between our two democ- 
racies and that Ceylon will enjoy continued 
success in her striving for peace and prosperity. 

Sincerely yours, 
JoHN Foster DuLLEs 








THE CONGRESS 








Recommendations for Revising 
Atomic Energy Act of 1954 


Statement by Deputy Under Secretary Murphy * 


I welcome this opportunity to appear before the 
Joint Committee on Atomic Energy in support of 
the President’s recommendations for revision of 
the Atomic Energy Act. Amendment of the 
Atomic Energy Act at this time is of major im- 
portance for achievement of U.S. foreign-policy 
objectives. It is from this point of view that I 
shall discuss these proposed amendments. 

One of the greatest achievements of U.S. scien- 
tists and industry has been the rapid development 
of atomic energy both for military and for peace- 
ful purposes. The use to which our atomic-energy 
achievements have been put is one of which the 
United States is justifiably proud. The members 
of your committee are leaders in action to carry out 
the President’s atoms-for-peace program and to 
cooperate with other countries in increasing the 
beneficial use of atomic energy. Indeed, the 
United States as early as 1946 proposed that 
atomic energy should be used solely for peaceful 
purposes and urged international control of atomic 
energy to that end. This unparalleled offer was 
made at a time when only the United States had 
developed an atomic bomb. That opportunity for 
cooperation for peace, unfortunately, was re- 
jected by the Soviet Union, which preferred a race 
to develop atomic weapons. While the problem 
of controlling atomic weapons has grown tre- 
mendously more complex in the intervening 12 
years, the United States has persisted in pressing 
for a safeguarded agreement for arms control and 
reduction. We shall continue to do so despite 
Soviet intransigence, since mankind has too much 
at stake to permit any slackening in our efforts. 

In the absence of progress in disarmament ne- 
gotiations, nuclear weapons in the hands of U.S. 


* Made before the Subcommittee on Agreements for Co- 
operation of the congressional Joint Committee on Atomic 
Energy on Jan. 31. 
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forces have since 1946 been the principal deterrent 
to aggression and guaranty of world peace. Dur- 
ing these years our Atomic Energy Commission 
has constantly improved the efficiency of these 
weapons and the variety of their applications, and 
our stocks of weapons have expanded. Nuclear 
weapons have become increasingly essential in 
U.S. and allied military planning. We have con- 
tinually sought ways in which to use this growing 
nuclear strength to best advantage in deterring 
aggression and reinforcing free-world unity. The 
present period offers us a new opportunity to use 
our nuclear capabilities to further these ends. 


Nuclear Weapons and NATO Defense Plans 


The role of nuclear weapons in our foreign po- 
litical and military planning should be viewed 
against two major developments. One is the per- 
sistent growth of Soviet military strength, includ- 
ing the emergence of major Soviet nuclear capabil- 
ity. The other is the growth of the system of free- 
world alliances created to deter and, if need be, 
to defend against Communist aggression. We all 
recall that in 1949 the Soviet Union first succeeded 
in exploding a nuclear device. That same year 
saw the establishment of the North Atlantic Treaty 
Organization. The military strength which the 
members of NATO have contributed to the organ- 
ization and NATO’s principle that an attack upon 
one member is an attack upon all have served as 
effective deterrents to the spread of aggression 
onto the territory of NATO members. 

NATO is a dynamic organization which con- 
stantly reappraises the nature of the Soviet threat 
and the contributions of its members to meeting 
and containing that threat. Efforts are made to 
insure that the military forces of NATO are 
modern and effective. It became apparent, as the 
Soviet nuclear capability grew and the Soviet 
Union successfully tested a weapon involving 
thermonuclear principles in the latter part of 1953, 
that nuclear weapons must play an increasing part 
in NATO defense plans. 
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Accordingly in 1954 the President recommended 
amendment of the Atomic Energy Act of 1946 in 
order to accomplish, with proper security safe- 
guards, widened cooperation with our allies in cer- 
tain military atomic-energy areas. I recall that 
Secretary of State Dulles appeared before this 
committee and vigorously supported the indispen- 
sability and urgency of the changes recommended 
by the President? The Congress included such 
changes in passing the Atomic Energy Act of 1954. 
Agreements for limited military atomic-energy co- 
operation have been concluded with NATO,’ with 
the U.K. and Canada,‘ and more recently with 
Australia. 

Through agreements concluded under the pres- 
ent Atomic Energy Act, it has been possible to 
furnish NATO with initial information necessary 
to enable it to adapt its plans and preparations to 
the assumption that an attack on NATO is likely 
to include the use of nuclear weapons. Arrange- 
ments are being made for furnishing NATO mili- 
tary planners with appropriate information on the 
nuclear capabilities of the Soviet Union and on the 
characteristics of U.S. nuclear weapons necessary 
for effective military operational planning. Sub- 
stantial quantities of nuclear-capable delivery sys- 
tems have been programed for our allies under our 
mutual security program, and training of allied 
troops in the use of these delivery systems has also 
commenced. 

However, I am advised that under the Atomic 
Energy Act as presently written it is not possible 
to attain full effectiveness in the training and op- 
erational planning necessary for full NATO readi- 
ness and effectiveness. I wish to emphasize the po- 
litical importance of improving this situation. It 
is of major importance to the security of the 
United States and to the unity and resolution of 
the free world that our NATO allies have confi- 
dence in their ability to meet aggression swiftly 
and effectively. To have this confidence they must 
have not only modern military equipment but also 
the full knowledge and training which are re- 
quisite for effective action. Our NATO arrange- 
ments include the necessary provisions for safe- 


2 BULLETIN of June 14, 1954, p. 926. 
® Tbid., Apr. 25, 1955, p. 686. 

* Tbid., July 11, 1955, p. 59. 

5 Tbid., July 29, 1957, p. 215. 
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guarding classified information of the kind needed 
for such training and planning purposes. 


NATO Heads of Government Meeting 


The Western European countries which are 
members of NATO include a number of the na- 
tions which are leaders in science and military 
technology. The achievements of these nations in 
the development and production of many kinds 
of modern weapons are an important element of 
NATO strength. As you know, at the. recent 
NATO Heads of Government meeting ° additional 
cooperative steps were initiated to accelerate the 
development and production of modern weapons 
systems in Europe. Modern delivery systems, of 
course, must be compatible with nuclear warheads. 
Accordingly, an important element of the recom- 
mended revisions of the Atomic Energy Act is the 
proposal for statutory authority to provide re- 
stricted data necessary for the development « f com- 
patible delivery systems for atomic weapons. Un- 
less we are able to make such information available 
to our allies, they will not be able to contribute in 
the full measure of their capabilities to the com- 
mon strength of the alliance. 

We attach particular importance in this respect 
to the potentialities for cooperation in the develop- 
ment and production of military reactors. One 
of the most dramatic U.S. technical achievements 
has been the development of the nuclear submarine. 
A number of the industrial nations of NATO are 
interested in the possibilities of achieving a nu- 
clear submarine capability. In recognition of this 
interest, Secretary Dulles made the following 


statement at the NATO Heads of Government 
meeting : 

In one important new area we are planning to seek 
necessary legislative authority to permit cooperation. I 
refer to the atomic submarine, which has proven its tre- 
mendous capabilities over thousands of miles of operation 
by the Nautilus and Seawolf. If the necessary legislation 
is obtained, we will be able to cooperate with interested 
members of NATO in the development, production, and 
fueling of nuclear propulsion and power plants for sub- 
marines and other military purposes. This action will 
also greatly facilitate cooperation in the promising field 
of nuclear merchant-ship propulsion. 


The response to this offer was immediate and indi- 
‘ates that this step would make an important 


* Ibid., Jan. 6, 1958, p. 3. 





contribution to the military and political strength 
of NATO. 

One of the principles animating NATO which 
was stressed at the recent NATO meeting is the 
sharing of tasks in such a manner as to make the 
most effective use of resources of the members. 
We believe that the proposed revisions of the 
Atomic Energy Act would enable the United 
States to make a greater contribution in a field 
in which the alliance is heavily dependent upon 
our assistance. In the event of hostilities our 
allies would be equipped and trained to use U.S. 
nuclear weapons promptly and efficiently. Such 
a state of maximum readiness would result in a 
strengthening of the deterrent and an additional 
guaranty against the outbreak of hostilities 
through aggression against NATO. 

If NATO is thus furnished a nuclear capability 
on a cooperative basis, there will be less incentive 
to additional countries to enter the atomic weapons 
field. Through an increased ability to make 
available U.S. military-reactor technology to those 
allies in a position to make use of this technology, 
under the guaranties required by the Atomic 
Energy Act, we would strengthen their ability to 
contribute to the military forces of NATO and 
would avoid unnecessary duplication of effort. In 
particular we would be able to make it possible 
for them to obtain from the United States the 
nuclear fuel for military propulsion reactors 
which our gaseous diffusion plants can produce 
at the lowest possible cost. Finally, in those cases 
where it is in our mutual interest to do so, it would 
be possible for us under the procedures and cri- 
teria set forth in the act to make available weapons 
design information and materials necessary to 
improve the weapons design and production capa- 
bilities of allies who had made substantial prog- 
ress in the nuclear weapons field. Those allies 
able to use such weapons information to the ad- 
vantage of the mutual defense and security would 
not be able to understand why, as the President 
has observed, we should be unwilling to provide 
them information of the kind we can be confident 
the Soviet Union already has. 


Sharing Tasks With the United Kingdom 


This principle of sharing tasks was discussed 
at some length between the President and Prime 
Minister Macmillan when the latter visited Wash- 
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ington last October. The two leaders reaffirmed 
their strong belief that countries of the free world 
are interdependent and only in genuine partner- 
ship, by combining their resources, can safety be 
found. In order to accomplish the best combined 
use of resources for the common defense, we need 
to avoid waste in trained manpower and resources 
which results from a duplication of effort by the 
United States and the United Kingdom particu- 
larly. We hope that the proposed changes in our 
legislation will enable us to exchange additional 
information with the British, who have made sig- 
nificant progress in the development of nuclear 
weapons, and to avoid such duplication in the 
future. It was in this hope that, in the Declara- 
tion of Common Purpose issued at the conclusion 
of the Prime Minister’s visit on October 25, the 
President stated for the first time that he would 
“request the Congress to amend the Atomic Energy 
Act as may be necessary and desirable to permit 
of close and fruitful collaboration of scientists 
and engineers of Great Britain, the United States, 
and other friendly countries.” * 

It is a major objective of the United States to 
improve scientific cooperation among free-world 
countries. The events of the past few years have 
brought home to us the impressive rate of tech- 
nological progress in the Soviet Union. The con- 
tinuing scientific and technical accomplishments 
of the free-world countries are also very great, 
but we must take all possible steps to increase our 
rate of progress. The barriers to exchange of 
information and to scientific cooperation must be 
removed wherever this can be done without seri- 
ous risk. The restrictions on communication of 
atomic energy information which were desirable 
at the time when the achievements of the Soviet 
Union in this field were uncertain must now be 
relaxed if we are to make maximum progress. In 
the face of the demonstrated competence of the 
Soviet Union we would clearly face a greater risk 
in continuing these restrictions than in relaxing 
them in the manner recommended by the Presi- 
dent under the continuing safeguards which 
would be provided in the Atomic Energy Act. 

The military cooperation which is sought in 
these proposed amendments has as its objective 
the preservation of the unity and strength of the 


* Ibid., Nov. 11, 1957, p. 739. 
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free world in order that aggression will be more 
effectively deterred. These measures of military 
cooperation thus have the preservation of peace 
as their sole objective. Through such a preserva- 
tion of world peace we make it possible to con- 
tinue the positive and fruitful activities which 
are perhaps best exemplified in the field of the 
peaceful uses of atomic energy and the broad 
scientific cooperation which we have so vigorously 
and successfully sponsored in recent years. Given 
the maintenance of peace, it will be possible to 
press forward with our unceasing efforts for nego- 
tiation of a sound disarmament agreement and 
for the resolution of outstanding political dif- 
ferences, looking toward the time when the pre- 
dominant use of atomic energy will be for 
productive rather than for military purposes. 


Tax Protocol With United Kingdom 
Transmitted to Senate 


S. Exec. A, 85th Cong., 2d sess. 
PRESIDENT’S MESSAGE OF TRANSMITTAL 


Tue Wurre House, 
January 16, 1958. 


To the Senate of the United States: 

With a view to receiving the advice and consent 
of the Senate to ratification, I transmit herewith 
the supplementary protocol between the United 
States of America and the United Kingdom of 
Great Britain and Northern Ireland, signed at 
Washington on August 19, 1957,1 amending the 
convention for the avoidance of double taxation 
and the prevention of fiscal evasion with respect 
to taxes on income signed at Washington on April 
16, 1945, as modified by the supplementary pro- 
tocol signed at Washington on June 6, 1946, and 
the supplementary protocol signed at Washing- 
ton on May 25, 1954. 

I also transmit for the information of the Sen- 
ate the report by the Secretary of State with re- 
spect to the supplementary protocol of August 
19, 1957. That protocol has the approval of the 


* BULLETIN of Sept. 9, 1957, p. 444. 
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Department of State and the Department of the 


Treasury. 
Dwieut D. E1sENHOWER. 


REPORT BY THE SECRETARY OF STATE 


DEPARTMENT OF STATE, 
Washington, D. C. 
The Present, 
The White House: 

The undersigned, the Secretary of State, has 
the honor to submit herewith, for transmission to 
the Senate to receive the advice and consent of 
that body to ratification, if the President approve 
thereof, a supplementary protocol between the 
United States of America and the United King- 
dom of Great Britain and Northern Ireland, 
signed at Washington on August 19, 1957, amend- 
ing the convention for the avoidance of double 
taxation and the prevention of fiscal evasion with 
respect to taxes on income signed at Washington 
on April 16, 1945, as modified by the supple- 
mentary protocol signed at Washington on June 
6, 1946, and the supplementary protocol signed 
at Washington on May 25, 1954. 

The convention of 1945 (S. Ex. D, 79th Cong., 
Ist sess.; 60 Stat., pt. 2, 1377) and the supple- 
mentary protocol of 1946 (S. Ex. F, 79th Cong., 
2d sess.; 60 Stat., pt. 2, 1389) were brought into 
force on July 25, 1946. The supplementary pro- 
tocol of 1954 (S. Ex. H, 83d Cong., 2d sess.; 6 
U. S. T. 37) was brought into force on January 
19, 1955. 

Article I of the supplementary protocol would 
amend article VIII of the 1945 convention relat- 
ing to exemption from taxation, on certain condi- 
tions, of royalties and other amounts paid as con- 
sideration for the use of, or for the privilege of 
using, copyrights, patents, designs, secret processes 
and formulas, trademarks, and other like prop- 
erty. Article II of the supplementary protocol 
would amend article XIII of the 1945 convention 
relating to credits against the tax paid to one 
country for tax paid to the other country. Ina 
letter from the Secretary of the Treasury to the 
Secretary of State relating to this matter the 
following explanation is given regarding the pur- 
pose and effect of the supplementary convention : 


Under the existing convention, royalties paid by a 
United Kingdom licensee to a licensor in the United States 
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for the use of a patent or copyright are exempt from tax 
in the United Kingdom if the licensor does not have a 
permanent establishment there. lf the licensor does have 
a permanent establishment there, a tax is imposed by the 
United Kingdom. However, the tax is not imposed on 
the licensor as such, and under the United States law 
no credit is available for the British tax on the royalties, 
with the result that double taxation ensues. 

The proposed supplementary protocol would modify the 
existing convention so that the exemption of royalties 
would continue to apply in cases where they are received 
by a United States enterprise with a permanent estab- 
lishment in the United Kingdom, provided the royalties 
are unrelated to the business operations carried on by 
the permanent establishment. And in those cases where 
the royalties are not exempt, the United States would 
give a credit for the British tax. These provisions would, 
of course, operate on a reciprocal basis. 


The negotiation and conclusion of the supple- 
mentary protocol carry out the purpose indicated 
in the President’s message of August 10, 1956 
(Congressional Record, August 13, 1956, pp. 
A6471-A6472)? whereby approval was withheld 
with respect to a bill approved by the Congress. 
The statements in that message are relevant to a 
consideration of the supplementary protocol. The 
text of the message, therefore, is quoted in full as 
follows: 


I am withholding my approval of H. R. 7643, an act to 
amend the Internal Revenue Code of 1939 and the Internal 
Revenue Code of 1954 with respect to foreign tax credit 
for United Kingdom income tax paid with respect to 
royalties and other like amounts. This bill would extend 
to firms with a permanent establishment in the United 
Kingdom that receive royalties there a credit for taxes im- 
posed by the United Kingdom on the payor of the royalties. 
This provision would be retroactive to 1950. 

Under the income-tax convention with the United King- 
dom royalties received by a United States licensor are not 
subject to tax in the United Kingdom if the recipient has 
no permanent establishment there. If it does have a per- 
manent establishment, the royalty is subject to British 
taxation. The American recipient reports the net amount 
of royalties from British sources and receives no United 
States tax credit for the British tax paid. This treatment 
under United States law arises from two court decisions 
(Trico Products Corp. (46 B. T. A. 346, affirmed 137 F. 
(2d) 424, cert. den. 320 U. S. 799, reh. den. 321 U. S. 801) ; 
Irving Air Chute Co. Inc. (1 T. C. 880, affirmed 143 F. 
(2d) 256, cert. den. 323 U. S. 773) ). 

The combined effect of the United States income-tax law 
and the income-tax convention with the United Kingdom 
is to produce a different combination of British and 
United States taxes on the royalties paid some American 
recipients than on others. However, the United States tax 
law is not the cause of this difference in treatment. It is 
caused by the provisions in the convention itself. The 


* Ibid., Aug. 20, 1956, p. 321. 
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appropriate way to correct the situation would be modifi- 
cation of the convention. The Treasury Department cur- 
rently is conducting discussions on the convention with 
the British and will add this problem to the agenda. 

The present status of royalty payments from the United 
Kingdom to the United States has been well known to 
interested parties at least since the convention was 
adopted in 1945. Many arrangements between licensees 
and licensors have reflected existing law and the burden 
of British tax may not rest on United States licensors 
in such cases. Consequently, to allow the British tax as a 
credit against the United States tax on a retroactive basis 
would give a windfall gain to some American licensors. 

The proposed change would single out for special relief 
a small group of taxpayers whose need for relief has not 
been demonstrated. Tax relief should not be given in this 
way. 

For these reasons, I am constrained to withhold my 
approval of the bill. 


Article ITI of the supplementary protocol pro- 
vides for ratification and the exchange of instru- 
ments of ratification and specifies the dates on and 
after which the provisions shall be effective with 
respect to United States and British taxes. 

The protocol has the approval of the Depart- 
ment of State and the Department of the 


Treasury. 
Respectfully submitted. 
Joun Foster Dues. 


TEXT OF PROTOCOL 


SUPPLEMENTARY PROTOCOL BETWEEN THE UNITED STATES OF 
AMERICA AND THE UNITED KINGDOM OF GREAT BRITAIN 
AND NORTHERN IRELAND AMENDING THE CONVENTION FOR 
THE AVOIDANCE OF DOUBLE TAXATION AND THE PREVEN- 
TION OF FiscAL EVASION WITH RESPECT TO TAXES ON 
INCOME, SIGNED AT WASHINGTON ON THE 16TH APRIL 
1945, As MopIFIED BY THE SUPPLEMENTARY PROTOCOL 
SIGNED AT WASHINGTON ON THE 6TH JUNE 1946 AND BY 
THE SUPPLEMENTARY PROTOCOL SIGNED AT WASHINGTON 
ON THE 25TH May 1954 


The Government of the United States of America and 
the Government of the United Kingdom of Great Britain 
and Northern Ireland, 

Desiring to conclude a further supplementary Protocol 
amending the Convention for the Avoidance of Double 
Taxation and the Prevention of Fiscal Evasion with 
respect to Taxes on Income, signed at Washington on the 
16th April 1945, as modified by the supplementary Protocol 
signed at Washington on the 6th June 1946 and by the 
supplementary Protocol signed at Washington on the 25th 
May 1954, 

Have agreed as follows: 


ARTICLE I 


Paragraphs (1) and (2) of Article VIII of the Con- 
vention of the 16th April 1945 for the Avoidance of 
Double Taxation and the Prevention of Fiscal Evasion 
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with respect to taxes on income are hereby amended 
to read as follows: 


“(1) Royalties and other amounts paid as consideration 
for the use of, or for the privilege of using, copyrights, 
patents, designs, secret processes and formulae, trade 
marks and other like property, and derived from sources 
within the United States by a resident of the United 
Kingdom who is subject to United Kingdom tax on such 
royalties or other amounts shall be exempt from United 
States tax (a) if such resident is not engaged in trade 
or business in the United States through a permanent es- 
tablishment situated therein or (b) if such resident is 
so engaged, the royalties or other amounts are not di- 
rectly associated with the business carried on through 
that permanent establishment. 

“(2) Royalties and other amounts paid as considera- 
tion for the use of, or for the privilege of using, copy- 
rights, patents, designs, secret processes and formulae, 
trade marks and other like property, and derived from 
sources within the United Kingdom by a resident of the 
United States who is subject to United States tax on 
such royalties or other amounts shall be exempt from 
United Kingdom tax (a) if such resident is not engaged 
in trade or business in the United Kingdom through a 
permanent establishment situated therein or (b) if such 
resident is so engaged, the royalties or other amounts 
are not directly associated with the business carried on 
through that permanent establishment.” 


ARTICLE IT 


Paragraph (1) of Article XIII of the said Convention 
is hereby amended to read as follows: 


“(1) Subject to Sections 901 to 905 of the United States 
Internal Revenue Code as in effect on the Ist day of 
January 1956, United Kingdom tax shall be allowed as 
a credit against United States tax. For this purpose 

(a) the recipient of a dividend paid by a corporation 
which is a resident of the United Kingdom shall be 
deemed to have paid the United Kingdom tax appropriate 
to such dividend, and 

(b) the recipient of any royalty or other amount com- 
ing within the scope of Article VIII of the present Con- 
vention shall be deemed to have paid any United King- 
dom tax legally deducted from the royalty or other 
amount by the person by or through whom any payment 
thereof is made, 


if the recipient of the dividend or royalty or other amount, 
as the case may be, elects to include in his gross income 
for the purposes of United States tax the amount of such 
United Kingdom income tax.” 


ARTICLE III 


(1) This supplementary Protocol shall be ratified and 
the instruments of ratification shall be exchanged at Lon- 
don as soon as possible. 

(2) This supplementary Protocol shall enter into force 
upon the exchange of instruments of ratification and shall 
thereupon have effect— 

(a) In the United Kingdom: 
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(i) as respects income tax and surtax for any year 
of assessment beginning on or after the 6th April 1956; 

(ii) as respects profits tax for any chargeable account- 
ing period beginning on or after the 1st April 1956, and 
for the unexpired portion of any chargeable accounting 
period current at that date. 


(b) In the United States: As respects taxable years 
beginning on or after the Ist January 1956. 


IN WITNESS WHEREOF the undersigned, being authorized 
thereto by their respective Governments, have signed this 
supplementary Protocol and have affixed thereto their 
seals. 

Done in duplicate at Washington this nineteenth day 
of August, 1957. 

For the Government of the United States of America: 

JOHN Foster DULLES 

For the Government of the United Kingdom of Great 

Britain and Northern Ireland: 
HAROLD CACCIA 
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Current Actions 


MULTILATERAL 


Atomic Energy 


Statute of the International Atomic Energy Agency. Done 
at New York October 26, 1956. Entered into force 
July 29, 1957. TIAS 3873. 

Ratification deposited: Cambodia, February 6, 1958. 


Narcotic Drugs 


Protocol for limiting and regulating the cultivation of 
the poppy plant, the production of, international and 
wholesale trade in, and use of opium. Dated at New 
York June 23, 1953." 

Accession deposited: Sweden, January 16, 1958. 


Safety at Sea 


Agreement regarding financial support of the North At- 
lantic ice patrol. Opened for signature at Washington, 
January 4, 1956. Entered into force July 5, 1956. TIAS 
3597. 

Notification of acceptance: Spain, February 3, 1958. 


BILATERAL 
Ecuador 
Research reactor agreement concerning civil uses of 
atomie energy. Signed at Washington May 31, 1957. 


Entered into force: February 6, 1958. 


* Not in force. 
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German War Documents Released 


The Department of State announced on Feb- 
ruary 9 (press release 45 dated January 31) the 
release of Documents on German Foreign Policy, 
1918-1945, Series C (1933-1937), The Third 
Reich: First Phase, Volume I, January 30-Octo- 
ber 14, 1933. This series is being published co- 
operatively by the United States, Great Britain, 
and France from the archives of the German 
Foreign Office captured by Allied forces at the 
close of World War II. 

Ten volumes on the period 1937-1940 have 
previously been published. This volume is the 
first of a new sequence which will cover the first 
years of the National Socialist regime. The 
volume begins January 30, 1933, with Hitler’s 
assumption of power and ends October 14, 1933, 
with the German withdrawal from the League of 
Nations. 

The Disarmament Conference was in midcourse 
at the point where the volume opens. The gov- 
ernmental discussions over disarmament, rearma- 
ment, and problems of security, generally, pro- 
vide the largest group of documents in the book. 
Closely connected with these discussions were the 
negotiations, also fully documented, leading up to 
the conclusion, at Mussolini’s suggestion, of a 
four-power pact. 

There are 50 documents on German-Soviet re- 
lations, among them a number covering the closing 
down of the three “stations” which had been 
maintained in the U.S.S.R. by the German Reichs- 
wehr in cooperation with the Red Army for 
special experimental work in chemical warfare, 
aviation, and armored warfare. 

The papers on U.S.-German relations relate 
mainly to the disarmament question, the settle- 


ment of financial questions, and the World Eco- 
nomic Conference held in London. 

Other important subjects covered are the nego- 
tiation with the Vatican of the Concordat of July 
20, 1933, the tense relations with Poland and 
France in March and April 1933, and National 
Socialist activity in Austria. 

The documents are printed in chronological 
order. There is a descriptive list of documents 
arranged by topics. 

As is customary in this series, the selection of 
documents has been made jointly by the British, 
French, and United States editors, who share re- 
sponsibility for the selections made. Under a 
reciprocal arrangement some of the volumes are 
edited and printed by the British and some by 
the U.S. Government. This volume has been 
edited by the U.S. editors and printed at the Gov- 
ernment Printing Office. A British edition bound 
from flat sheets printed at the Government Print- 
ing Office is being released simultaneously with 
the U.S. edition. 

Copies of the volume, which has the publication 
number 6545, can be obtained from the Superin- 
tendent of Documents, U.S. Government Printing 
Office, Washington 25, D.C., for $3.75 each. 
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Confirmations 


The Senate on February 5 confirmed the following: 


Parker T. Hart to be Ambassador to the Hashemite 
Kingdom of Jordan. 

John Wesley Jones to be Ambassador to the United 
Kingdom of Libya. 

Lester D. Mallory to be Ambassador to Guatemala. 

James W. Riddleberger to be Ambassador to Greece. 

Edward J. Sparks to be Ambassador to Venezuela. 

Clifton R. Wharton to be Minister to Rumania. 
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February 24, 1958 


American Principles. United States Replies to 
Letter of Bertrand Russell (Dulles) . 


Atomic Energy 

Recommendations for Revising Atomic Energy Act 
of 1954 (Murphy) 

U.S. and U.K. Research on Controliea ‘hastne- 
nuclear Reactions (Eisenhower, Strauss) 

Canada. Behind the Headlines in Canadian—United 
States Relations (Merchant) ‘ 

Ceylon. Anniversary of the Independence of 
Ceylon (Dulles) " i ‘ 

Communism. United States Replies to Letter - 
Bertrand Russell 

Congress, The 

Recommendations for Revising Atomic Energy Act 
of 1954 (Murphy) ‘ 

Tax Protocol With United Rineten Teaneuiiiel 
to Senate (Eisenhower, Dulles, text of protocol). 

Department and Foreign Service. Confirmations 
(Hart, Jones, Mallory, Riddleberger, Sparks, 
Wharton) . 

Economic Affairs 

Behind the Headlines in Canadian-United States 
Relations (Merchant) 

How a Trade Agreement Is Made (Catudal) 

International Aid for Underdeveloped Areas 
(Kotschnig) . 

Quota Terminated on ‘eperte of "Short Harsh 
Cotton (text of proclamation) . 

Tax Protocol With United Kingdom Transmitted 
to Senate (Eisenhower, Dulles, text of protocol). 

U.S. Trade Policy and the European Common 
Market (Mann) ‘ 

Europe. U.S. Trade Policy and the Siacinels Com- 
mon Market (Mann) eo 


France. U.S. Expresses Concern Over Tunisian 
Incident er ae ne ces 
Germany. German War ienateein Released . 


Greece. Riddleberger confirmed as ambassador 

Guatemala. Mallory confirmed as ambassador . 

International Law. Law Day, 1958 (text of procla- 
mation) oo 4 ; F 

Jordan. Hart confirmed as ambassador 

Libya. Jones confirmed as ambassador . 

Middle East. International Aid for Salananen 
Areas (Kotschnig) Bolt a a ae 

North Atlantic Treaty Siepainations Recommen- 
dations for Revising Atomic Energy Act of 1954 
(Murphy). 

Presidential esuataiete 

Law Day, 1958 

Quota Terminated on ws of ‘Short Harsh 
Cotton 

Tax Protocol With United Kingdom Transmitted 
to Senate . x a? fue hemaese (he eae eo 

Publications. German War Documents Released . 

Rumania. Wharton confirmed as minister 


February 24, 1958 


Index 


Treaty Information 

Current Actions . ‘ 

How a Trade Agreement le Made (Catudal) 

Tax Protocol With United Kingdom Transmitted 
to Senate (Eisenhower, Dulles, text of protocol). 

Tunisia. U.S. Expresses Concern Over Tunisian 
Incident 

U.S.S.R. 

International Aid for Underdeveloped Areas 
(Kotsehnig) . ‘. 

United States Replies to Letter of Bertrand Russell 
(Dulles) 

White House Calls ‘Soviet Note Repetitious and 
Negative 

United Kingdom 

Tax Protocol With United Kingdom Transmitted 
to Senate (Eisenhower, Dulles, text of protocol). 

U.S. and U.K. Research on Controlled Thermo- 
nuclear Reactions (Eisenhower, Strauss) . 

United States Replies to Letter of Bertrand Russell 
(Dulles) Se . Sma Sb pee ae aoe 

United Nations. Internationa] Aid for Underde- 
veloped Areas (Kotschnig) Qe ee 

Venezuela. Sparks confirmed as ambassador . 


Name Inder 
Catudal, Honoré M . 


Dulles, Secretary. ..... . + « « 2 of 
293, 301, 303, 


Eisenhower, President . 
Hart, Parker T 

Jones, John Wesley . 
Kotschnig, Walter M 
Mallory, Lester D 
Mann, Thomas C. 
Merchant, Livingston T 
Murphy, Robert 
Riddleberger, James W 
Sparks, Edward J 
Strauss, Lewis L. . 
Wharton, Clifton R. 
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Releases may be obtained from the News Divi- 
sion, Department of State, Washington 25, D. C. 
Releases issued prior to February 3 which appear 
in this issue of the BULLETIN are Nos. 44 and 45 of 


January 31. 
No. Date Subject 


47 2/4 Dulles: 10th anniversary of Ceylon’s in- 


dependence. 


*48 2/5 Scott nominated Assistant Secretary 


(biographic details). 
2/6 U.S. reply to letter of Lord Russell. 


2/5 Jones nominated Ambassador to Indo- 


nesia (biographic details). 


*51 2/5 Drumright nominated Ambassador to 


China (biographic details). 
*52 2/6 Educational exchange. 
*53 2/6 Educational exchange. 
54 2/9 Statement on Tunisia. 


* Not printed. 
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OFFICIAL BUSINESS 


Together We Are Strong 


With all of our natural wealth and our high degree of skill, the 
United States must look outside its own frontiers for many of its 
most essential needs. And, in order to sustain the high productivity 
of our ever-expanding economy, we must sell a portion of the goods 
we produce to people of other nations. 


Our friends in the free world are even more dependent on trade. 
Many of them must import a large part of their essential needs. 
And they must export in order to earn the foreign currency to pay 
for their imports. 

This inescapable fact of the mutual need of the nations of the 
free world for one another is one of the most important considera- 
tions underlying U.S. foreign policy. 

How would you be affected if the United States stopped trading 
with other nations? The effects of imports and exports on food sup- 
plies, on manufactured products, on jobs, on the American economy, 
and on free-world security are outlined in the 1958 edition of 7Zo- 
gether We Are Strong, a 37-page illustrated pamphlet. 


Copies of the pamphlet may be purchased from the Superintend- 
ent of Documents, U.S. Government Printing Office, Washington 25, 
D.C., for 20 cents each. 
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